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\.4.R.1 STUDENTS IN THE NEWS!; 


H.R.1. extend congratulations to their students and proudly present yet 

another splendid record of First Honours won by them at these recent tests 

— proof that under H.R.I.’s personal individual method of tuition — 
ination is assured. 


AUSTRALIAN SOCIETY OF ACCOUNTANTS 
May Examinations, 1961 
(Space permits listing of Ist Honours Places only) 


STAGE 1 





Commonwealth Income Tax Law: 


Ist QLD. .. .. T. K. Power 
Ist VIC. .. . P.L. Trewin 
Ist S.A. B. L. Burford 


Commercial Law “A”: 


Ist QLD. K.P. McAdam } 


W. C. Summerville - ) 
L. D. Brown 
Ist TAS. .. D. A. C. McDougall 
Ist S.A. 


H. E. Korte 
Ist W.A. .. 1. G. Atkins 


STAGE 2 


Company Law: 

Ist AUST., J. M. Benjamin (aeq.) 
Ist S.A. C. Perryman 
Ist QLD. J. M. Benjamin 
Ist W.A. Name withheld by request 


Company Accounts: 


Ist AUST. 
Ist N.S.W. 


L. A. J. Browne 

P. B. Nossiter 
Ist VIC. L. A. J. Browne 
Ist TAS. A. J. Colbourn 


Monetary Theory and Practice: 


Ist QLD. D. A. Richardson 





Commercial Law “’B”’: 

Ist AUST. . . J. N. McL. Lane 
Ist VIC. .. .. E.R. Crowe 
Ist S.A. . JN. McL. Lane 


STAGE 3 


Advanced Accounting “A”: 
Ist VIC. J. J. Tallyn 


Ist QLD. D. J. Steele 
Ist W.A. Name withheld by request 


Advanced Accounting ‘’B’’: 

Ist S.A. ha C. C. Nye 
Ist QLD. .. .. G.A. Webster 
Ist TAS. D. A. Cooper (aeq.) 


Auditing and Business Investigation: 


Ist QLD. . .. GM. Millard 


sk SUMMARY OF HONOURS — At these Tests H.R.1. 
Students won 64 First, Second and Third Honours. 
We will gladly explain the H.R.i. plan of training for the accounta 


profession, and for accountancy positions in commerce. Please ‘phone, call 
or write — no obligation, of course! 





A Growing Need for 
Qualified Accountants 


To ensure a continuing supply of 
adequately trained men in accoun- 
taney is an especial problem re- 
quiring the co-operation of earnest 
intending practitioners, of efficient 
tutors, and the examining bodies. 


Over the years, methods, tutorial 
material and scope of training has 
been persistently improved and 
aligned to the requirements of 
existing practice and the needs of 
the student. Properly organized 
home-study methods have been 
proved over the years, the most 
efficient, time and money saving, 
with the greatest assurance of 
examination success. 


The provision of comprehensive, 
up-to-date instruction in accoun- 
tancy has been the main objective 
of the Hemingway Robertson In- 
stitute since 1897 . . . over sixty- 
five years of dedicated work 3 
tutors, research as editors, and the 
enthusiasm that encourages the 
student. Today, by far the majority 
of accountants in Australasia who 
have qualified by public tes! 
trained with H.R.I. 


Mlemingway Kobertson Institute 
. Professional Tutors == 


MELBOURNE 


Consulting Accountants . . 


122R BANK HOUSE - - BANK PLACE - ° 
122R BARRACK HOUSE - - 16 BARRACK STREET . - 


Offices all Capital Cities, Geelong, Newcastle and Launceston. 
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The Budget and the 


OR the purpose of assessing the sig- 

nificance of the Budget, introduced 
by the Federal Treasurer on 15 August, 
it is necessary to recall briefly the course 
of the preceding boom, the Government 
measures to contain it and the subse- 
quent course of events. 


Counter-cyclical policy began to oper- 
ate early in 1960 after the upswing had 
been proceeding for something less than 
a year. Two matters of policy had an 
immediate impact: the virtual removal of 
all import restrictions, and the decision 
of the Government to intervene in the 
1960 basic wage case. 


The first measure was designed inter 
alia to reduce the pressure of demand on 
locally produced goods, and the latter, to 
try to prevent additional wage increases 
from adding further to the pressure of 
rising costs. 


But the upswing continued and further 
general deflationary pressure was exerted 
in the 1960-61 Budget. 


However the boom was having the ex- 
pected side effects. The level of imports 
had risen to an annual rate of £1,120 m. 
in the September quarter and further sub- 
stantial losses of reserves were in pros- 
pect. There had been some tightening of 
bank liquidity associated with the rise in 
imports. Despite the Reserve Bank’s re- 
quest in May to the trading banks to sub- 
stantially reduce new lending, loans out- 
standing continued to rise and were 15% 
above the level in March. The decrease 
in bank liquidity forced some banks to 
borrow from the Reserve Bank; in Sep- 
tember the L.G.S. ratio was 17.9% com- 
pared with 24.7% in March. 


This fall in bank liquidity was accom- 
panied by an increase in the demand for 
funds for investment outside the banking 
system and as a consequence interest 
rates had risen in the market. The ability 
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Economy 


By D. J. STALLEY, M.Ec. 
University of New South Wales 





of the fringe non-banking financial insti- 
tutions to raise funds, despite the high 
cost of borrowing, acted to stimulate hire 
purchase, building, share and land deal- 
ing, and to promote speculation. 


Economic Policy and the Recession 


By September or October forecasts of 
future economic events began to suggest 
a probable slowing down in the rate of 
expansion of the boom. Despite what 
might have happened otherwise, a sharp 
turn around occurred immediately fol- 
lowing the Government’s final move to 
halt the boom. In November the Gov- 
ernment administered a monetary and 
fiscal shock which quite clearly precipi- 
tated the down-turn. 


A series of monetary and tax measures 
were introduced in a determined bid to 
halt the increase in bank lending, to limit 
the flow of funds to the non-banking 
financial sector and to restrict expendi- 
ture particularly on motor cars. Bank 
interest rates were increased substan- 
tially. The two novel and controversial 
features were an interim scheme to par- 
tially limit tax deductions allowable on 
interest on borrowings and the an- 
nounced intention to establish a mini- 
mum level of 30% for the ratio of public 
authority securities to the overall invest- 
ments of life assurance companies, super- 
annuation and provident funds. 


In terms of gross national product, the 
slow down began to show in the fourth 
quarter of 1960 and the recession was 
clearly evident in the next quarter. The 
rate of increase in consumption began to 
decline in the third quarter of 1960 and 
by the second quarter of 1961 was only 
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3% above the level of the corresponding 
quarter in 1959 — again a decline in real 
terms. 


Private investment had expanded rela- 
tively more than consumption during 
1959-60, being 18% higher than in 1958- 
59. But whereas private investment in 
the third quarter of 1960 was 24% 
above the level in the preceding Septem- 
ber quarter, it was by June 11% below 
the corresponding quarter in 1959. The 
decline was greatest in vehicles (20%), 
but house and other building which had 
flattened out early was down substan- 
tially (12%). 


Unemployment rose rapidly from De- 
cember onwards. From November to July 
the number of persons receiving unem- 
ployment benefit increased by 50,839 to 
61,499. Registered applicants for jobs 
rose to 113,400 in July. Total employ- 
ment (excluding rural workers) fell by 
27,000 for the year ending June last. 
This fall hides a significant re-allocation 
of labour including a substantial shift 
into public employment of 24,000 com- 
pared with a drop in private employment 
of 50,000. Employment in larger private 
factories had dropped by 9% over the 
year to July 1961. 


The volatility of private investment has 
played a significant role in the upswing 
and the subsequent downswing. The 
monetary and fiscal measures adopted 
over the year, especially the November 
measures, have inevit.bly gripped, but 
not before a considerable cegree of capi- 
tal saturation has been reached. 


Income from wages and salaries was 
only 2% higher in the June quarter for 
1960. Over the same period however 
the rise in prices has meant a decline in 
real earnings of about 2%. 


The Budget and Recovery? 


The Budget must be viewed and evalu- 
ated in the light of the current situation 
as outlined above. The final assessment 
of the Government’s policy must also 
take into consideration its earlier at- 
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tempts to contain the upswing. Except 
among Government circles, the view is 
widely held that the Budget is quite in- 
adequate in the sense that it does not 
provide a sufficient stimulus to private 
expenditure to remove a_ substantial 
amount of the present unemployment. 


In the Budget the Treasurer made 
some marginal sales tax and income tax 
concessions, increased pensions and un- 
employment and sickness benefits, and 
proposed a further substantial increase in 
expenditure from Consolidated Revenue 
Fund. Details of the tax concessions are 
contained elsewhere in this issue. 


On the expenditure side social service 
benefits are increased. The resulting in- 
crease in expenditure on account of the 
changes in rates of benefit will be 
£11.4m in 1961-2 and £15.2m in a full 
year. These increased benefits represent 
little more than equitable adjustments in 
view of price rises. 


Total expenditure from C.R.F. is ex- 
pected to rise by £118m. Some of the 
increases in broad categories are as fol- 
lows: Social Services (including War and 
Repatriation) £31.9m; Defence £4.7m; 
Bounties and Subsidies £12.9m; Business 
Undertakings (excluding capital expendi- 
ture) £5.4m; Territories (excluding capi- 
tal expenditure) £3.7m; Capital Works 
and Services £11.2m; payments to or for 
the States £31.9m. 


In all the Treasurer has budgeted for a 
cash deficit of £16.5m, but since the 
actual cash surplus in the preceding year 
was £15.8m this represents an overall 
change of £32.2m in an expansionary 
direction. But this overall change re- 
flects a fall in the C.R.F. surplus of 
£59.3m and a fall in the deficit in trans- 
actions outside C.R.F. of £27m. To the 
extent that the relative expansionary im- 
pact of the former is greater than the 
relative deflationary impact of the latter 
it can be said that the overall cash deficit 
under estimates the budgetary stimulus to 
expansion. 


The increase in expenditure from 
C.R.F. is £25m higher than the increase 
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in the preceding year. Approximately 
{6m of this is directly due to higher 
wages and salaries necessitated by the 
recent increase in the basic wage. Allow- 
ing for this, the increase in total expendi- 
ture represents only a slightly higher rela- 
tive increase than occurred in 1960-61. 
On the other hand the rate of increase of 
revenue is much smaller than the rate of 
increase of expenditure due mainly to the 
eflect of the recession on incomes. Al- 
though the Budget is mildly expansionary 
it does little more than provide for the 
normal increase in expenditure consistent 
with steady growth. It cannot be as- 
sumed however that, because of this in- 
crease in Government expenditure, the 
expected growth will eventuate. Our con- 
dusion is that the Government has not 
gone quite far enough and should have 
planned for a larger deficit. 


Expansion and Objectives 


It would be all too easy to remedy the 
present level of unemployment in the 
short run. Substantial tax cuts and/or an 
increase in Government expenditure 
would hasten the recovery, which accord- 
ing to our analysis will be slow due to 
the underlying real conditions. It is also 
easy to see why the Government is 
anxious not to recreate conditions simi- 
lar to those of twelve months ago. But 
our present difficulties are due funda- 
mentally to the rapidity of the expansion 
of the preceding boom and this should be 
avoided in the future. 


In an endeavour to reduce the current 
evel of unemployment care must be 
taken that we do not rush to the other 
ide of the boat and temporarily forget 
the other desirable objectives of eco- 
nomic policy. A “crash” programme to 
reduce unemployment to pre-November 
levels would in the long run do consider- 
able harm. Amongst other things cost 
pressures arising from wage increases 
would show up again and this would 
Work to the disadvantage of the Govern- 
ment’s borrowing programme and our 
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vital need to increase substantially the 
level of exports, particularly in view of 
the uncertainties for Australian exports 
if the U.K. enters the European Com- 
mon Market. 


It must also be said that because of 
the underlying real forces, the Govern- 
ment should have provided for a more 
expansionary budgetary impact, in the 
form of a reduction in rates of personal 
income tax, to increase personal dispos- 
able income by £30-40m. At the same 
time it should accelerate its rate of 
spending in the first half of the year and, 
of course, it can still do this. 


If growth is to continue, monetary and 
fiscal restraints must not be left on so 
long that either unemployment rises for 
too long or, as a consequence, the rate 
of increase in population growth due to 
immigration declines. The former would 
be unacceptable per se and the latter 
would remove what has been our prin- 
ciple external stimulus to economic 
growth. I am not convinced that the 
Government in espousing price stability 
has become unduly obsessed with this 
goal to the exclusion of all else. But it is 
precisely in this border zone, between 
stability and instability, that maintaining 
confidence is so important and the effects 
of policy so uncertain. To this end the 
Government must be prepared to relax 
pressure before the expectations of con- 
tinued growth are adversely affected. 


It may be that the Government be- 
lieves that inflation is always due to gene- 
ral excess demand and that it can be 
countered effectively only by general de- 
flationary policy. This would ignore the 
theoretically sound proposition that, with 
downward price and cost rigidity such as 
we have in Australia, inflation can arise 
as a result of mere shifts in aggregate de- 
mand without any surge in the rising 
level of aggregate demand. To prevent 
inflation of this kind we must become 
much more proficient in the application 
of selective tax and credit controls. This 
is what was required in the boom of 
1960. 





The Urge to Merge 


TWO COMMENTARIES 


Mr. W. Ian Potter’s address on the above subject published in 
the August issue of “The Australian Accountant” at page 418 
provided the basis for the two commentaries which follow:— 


COMMENTARY BY 
G. M. ANDREWS 


We have had much food for thought 
on this extremely topical subject and 
there is very little that has been said by 
Mr. Potter with which one can disagree. 
However, I would like to offer a few 
comments, more by way of enlargement 
than criticism. 


Mr. Potter has defined a “merger” as 
the joining up of one company with 
another, whether by way of amalgama- 
tion, normally through a holding com- 
pany, or by absorption of one company 
by another, the latter being colloquially 
called a “take-over”. 


Some little while ago in an editorial 
in The Accountant, published by the 
Institute of Chartered Accountants in 
England and Wales, the editor set out to 
differentiate between amalgamations and 
take-overs in the following way. He said: 
“Amalgamations which have thrived 
since the War every bit as they did in 
the pre-war period usually come about 
as the result of lengthy negotiations be- 
tween two or more companies; whilst in 
the case of a take-over bid the directors 
are seldom given any warning that a bid 
is in the offing and they may find them- 
selves embroiled in a battle for control 
ne ve company being waged over their 

eads”’. 


I question whether the lecturer’s de- 
finition of a take-over, that is “absorp- 
tion of one company by another”, is 
sufficient. I am inclined to think that 
the English definition to which I have 
referred is perhaps the most appropriate 
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description of the situation in Australia 
as it relates to public companies. 


Much has been said to emphasise the 
preponderance of mergers involving 
family businesses or proprietary com- 
panies for the various reasons given and 
it does seem to me that we might gener- 
ally state that: 

(a) A vast majority of mergers in- 
volving private companies would 
fit into the category of “amalga- 
mation” with the approach usually 
being made by the company whose 
shareholding is being acquired, and 

(b) The majority of mergers involving 
public or listed companies would 
be classified as “take-overs” ob- 
viously with the approach almost 
always being made by the com- 
pany taking over. 

It is interesting to note that in the 
field of private companies many family 
companies have become the subject of 
mergers, whilst in the field of public 
companies where the family interest has 
been retained — not only by investment 
but also by active participation 
management — seldom have these com- 
panies been the subject of take-overs. 
Many of Sydney’s leading retail com- 
panies supply ample evidence in support 
of this statement. 

The point made in respect of acquisi- 
tions of as little as 50% of the ownership 
of the company constituting a merger 1s 
of considerable interest and seems 
highlight the trend in take-over pf0o- 
cedures. 

Until recently, almost invariably when 
submitting a take-over offer, the bidding 
company set out its requirements as being 
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the acceptance by 90% or a smaller 
percentage of acceptances as decided by 
the directors. However, that situation 
seems to have changed now and we have 
observed take-over offers requiring ac- 
ceptance by much smaller percentages 
than that formerly required. This trend, 
| submit, is rather unfortunate and un- 
desirable. 


It is interesting to note that the Aus- 
tralian Associated Stock Exchanges in 
setting out take-over procedures to be 
followed by listed companies have stated 
that stock exchanges would view un- 
favourably an offer whereby less than 
51% of the voting power of the com- 
pany may be acquired by another com- 
pany by means of a take-over offer. 


I am sure all will appreciate the point 
made that the right to decide policy is the 
goal of all mergers and that this does 
not necessarily involve complete owner- 
ship. However, to avoid internal con- 
fusion and strife and conflict with groups 
of minority shareholders, I would suggest 
it is in the interests of bidding com- 
panies to acquire the maximum share- 
holding it is possible to acquire in the 
company which is the subject of the 
take-over. 


Incidentally the British committee, re- 
ferred to by Mr. Potter, when enumera- 
ting the principles to be observed in 
take-overs, amongst other things said: 
“As a general rule it is desirable that an 
offer should be for the whole of the 
share capital of a company or of the 
class of shares concerned. If, in some 
very exceptional case, a partial offer is 
justified, this should be on a pro rata 
basis and if acceptances exceed the 
amount required they should be pro- 
portionately scaled down”’. 


The major reasons for mergers, with 
the emphasis on industrial undertakings, 
have been given and the reference to 
taxation benefits generally has particular 
reference to private companies and no 
Particular application to public com- 
Pamieés except for the utilisation of ac- 
cumulated tax losses. 


To the list enumerated I would add 
the following reasons: 


The Australian Accountant, September, 1961. 


(a) Capital gain and increased liquidity 
by sale of assets of the company 
taken over. This reason has been 
evidenced in take-overs of public 
companies in New South Wales in 
recent years. An example would 
be the taking over of a finance 
company or an investment com- 
pany purely for the purpose of 
disposing of the investments held 
or the outstanding balances of 
debtors’ accounts as they mature, 
thus providing liquid funds to the 
take-over company, and 


(b) The desire to expand quickly and 
strategically has prompted many 
take-overs. This is particularly 
noticeable in the retailing field and 
I am sure this statement requires 
no further elaboration. 


The lecturer has referred to the pro- 
posed new Uniform Companies legisla- 
tion and it is interesting to note his 
reference to the requirement that the 
form of offer should, where shares are 
offered as full or part consideration, 
supply full particulars of movements in 
share prices of the offeror company and 
the sale price just prior to the announce- 
ment of the offer. 


With this requirement I would be 
completely in accord despite the fact that 
it conflicts directly with the requirement 
of the Australian Associated Stock Ex- 
changes whose procedure requires that: 
“In circulars relating to the offer refer- 
ence should not be made to the cash 
value of the offer based on the market 
price of securities offered in exchange for 
those to be acquired”. 


With the comment that the apparent 
profit to shareholders of the companies 
taken over is generally sufficient to justify 
acceptance, I would agree. However, I 
cannot accept without question the state- 
ment that frequently, and perhaps gener- 
ally, shareholders will accept an offer 
even though the directors of the com- 
pany have advised against acceptance. 
To me such an action on the part of 
shareholders virtually constitutes a “no 
confidence” vote in the board. 





In my experience it is almost a pre- 
requisite that the approval of the directors 
of the offeree company be obtained in 
order to succeed in a take-over bid. 


Generally speaking I am confident in 
stating that most boards of directors in 
this country act in the best interests of 
shareholders, and only a rare instance, 
would the majority of shareholders accept 
an offer against the recommendation of 
the board. 


Mention has been made of the stimula- 
tion take-overs have given to boards of 
directors, causing them to follow a more 
generous dividend and bonus issue policy 
as a defensive measure. To this may be 
added the revaluation of assets in an 
effort to disclose the true asset value of 
the shares to shareholders. The benefit 
from such actions could be short-lived, 
particularly where the asset backing is 
high and the return on invested capital 
is low. 


Generally speaking the market price 
of a company’s shares reflects the profit- 
ability or earning capacity and also the 
dividend policy of the company. When, 
because of insufficient earning capacity 
the market price is low when related to 
the nett asset value, that particular com- 
pany becomes open to an offer from a 
bidding company. 


When commenting on this situation 
the English Economist pointed out that 
if resources are successfully employed to 
yield their best economic return the com- 
panies in question never need be victim- 
ised at all for a bidder will surely be 
defeated. 


I conclude this commentary with the 
following quotation from the findings of 
the British Committee: 


“The process (that is take-overs) is a 
very natural one and since it is gener- 
ally based on the best utilisation of 
physical capacity, managerial experi- 
ence and available labour, it has almost 
always proved to be in the national 
interest”. 
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COMMENTARY BY 
J. R. WILSON 


I come to this task as an economist, 
not as an accountant. If I am so bold 
as to query some of Mr. Potter’s state- 
ments, it should not be construed as a 
lack of appreciation of the high quality 
of the lecture. 


My first quibble relates to Mr. Potter's 
strictures on restrictive practices as one 
of the main likely evils of increasing 
concentration through mergers. This may 
happen, but I would like to point out 
there are no substantial grounds for 
identifying restrictive practices with con- 
centration. As we have seen in various 
parts of the retail trade, restrictive prac- 
tices, such as resale price maintenance 
schemes, flourish and perhaps most 
flourish, where there is a ‘wide dispersion, 
rather than a concentration, of owner- 
ship. Whatever other objections there 
may be to mergers, it is unfair to lay the 
burden of restrictive practices too heavily 
on their shoulders. 


Secondly, I was interested in the lec- 
turer’s observations on the danger of 
undue reliance on foreign investment to 
support our growth. The problems he 
cites from the experience of Canada are 
most pertinent, even if to a lesser degree, 
because of the difference in the degree 
of dependence of our two countries on 
one main export market and one mail 
source of supply of foreign capital. We 
are fortunate that our eggs are not 90 
concentrated in one basket as was the 
case in Canada. It is still imperative 
that we give a great deal of thought to 
drawing up a code for foreign invest 
ment (based on such rules as a minimum 
degree of local capital) in order to reap 
the benefits of increased amounts of 
venture capital and technical know-how 
and at the same time to avoid the dat 
gerous pitfalls of loss of control of our 
own industry and the greater degree of 
instability associated with reliance on the 
well-being of some other country. 

Reverting to the question of mergers 
in general, may I throw a bombshell ito 
the discussion? It has been cleatly 
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shown in Mr. Potter’s paper and in the 
work of Mr. Bushnell, to which Mr. 
Potter referred, that there has been 
legitimate evasion of tax liability through 
the conversion of profits — which would 
be taxable when distributed as income 
— into a tax-free capital gain when they 
are capitalized into goodwill, etc., during 
a take-over or merger. To disturb the 
harmony of the meeting, may I point 
hat a future Labor Government is 
impossible although many of our 
and much of our discussion pro- 
on this assumption. One of the 
of such a Government would 
1pose a capital gains tax, in which 
1ergers will become unfashionable 
n, particularly for private companies, 
1 have been the major field of ac- 
Still, this is no more than a dark 
looming on a distant horizon and 

we can leave it there. 
oint which does need some ad- 
stress is that the merger is so 
of inflation. This is 
the merger financed 


premiums. An examination of 


f the tables in Bushnell’s book 
marked shifts in proportions in 

cash and shares are combined to 
finance a merger. This ratio varied from 
59% cash/41% shares in 1948 to 26% 
cash/74% shares in 1950 and 50% 
cash/S0% shares in 1955. These fluc- 
tuations are highly correlated with fluc- 
tuations in share market prices, i.e., the 
emergence and disappearance of pre- 
miums, and with the general price level 
in the main periods of inflationary pres- 
sure. 


A vigorous and effective anti-inflation- 
ary policy would reduce sharply the 
number of mergers and make it more 
likely that the take-over had a firm 
economic base related to economies of 
scale or some such tangible, non- 
speculative advantage. This raises the 
point that there is a need for some forms 
of merger and in order to separate these 
out we should talk about particular mer- 
gers rather than about mergers in general. 

For the most part it is the speculative 
take-over which has produced the 
greatest short-term benefit for it has 
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forced management and the accounting 
profession to re-examine antiquated 
methods of valuing assets and has given 
rise to a welcome, though still limited, 
improvement in the standard of financial 
reporting. It is too early to say that 
the day of the massive secret reserve, 
resting on marked undervaluation of 
assets, is over, but there are enough 
cracks in important walls of secrecy to 
provide a basis for optimism. 
There are some technical points which 
Firstly, | wonder if the 
hare raising on the Melbourne 
s show what it purports to 
would have thought that new 
unconnected with mergers, and 
issues necessary to take over un- 
listed companies would together have 
been a far larger part of the increases in 
total shares listed than the increased 
issues used to take over listed companies 
(whose own shares would as an offset 
disappear from the register). Secondly, 
Mr. Potter would appear to be too 
cynical in his attitude to the rationality 
of individual shareholders faced with a 
take-over bid, especially one financed out 
of share premiums. But, even if he were 
right about the great mass of individual 
shareholders, a larger and larger part of 
total company shares is now held by 
institutions of one sort or another. It is 
difficult to believe that the hard-headed 
men in charge of share portfolios are as 
gullible as suggested. 


In conclusion, if mergers are so in- 
evitable a fate for small companies be- 
cause of the cost and difficulty of con- 
verting to public company status, is it 
desirable to divert scarce venture capital 
into them as one of our speaker’s sub- 
sidiaries is endeavouring to do? To the 
extent that mergers are a voluntary move 
to take advantage of economies of scale, 
it would surely be better to try to set up 
one large unit rather than half a dozen 
small units, most of which, if they sur- 
vive, will need to be swallowed up in the 
future? Despite my quibbles and ques- 
tions, however, may I reiterate my 
appreciation of the fine job done by 
Mr. Potter. 
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Commonwealth Committee on Taxation 


E Report of the Commonwealth 

Committee on Taxation was tabled 
in the House of Representatives on 17 
August. The Committee, appointed in 
December, 1959 to examine the opera- 
tion of the income tax laws, has pro- 
duced a single report (of 173 pages, with 
two appendices and index) covering all 
the matters which were dealt with by it 
in accordance with its terms of reference. 
The Report, dated June, 1961, covers the 
following subjects: 


Taxation of Companies and Shareholders. 
Valuation of Trading Stock. 
General and Business Deductions. 
Provision for Long Service Leave. 
Losses of Previous Years. 
Leasehold Improvements. 
Concessional Deductions. 

Aged Persons. 

Minimum Taxable Income. 

Forestry and Timber Operations. 

Mining and Quarrying. 

Primary Producers. 

Dividends and Interest Paid 
Residents. 

Return Forms. 

Objections and Appeals. 

Issue of Assessments. 

Registration of Tax Agents. 

Taxation Clearance Certificates. 

Penal Provisions and Prosecutions. 

Substituted Accounting Periods. 

Family Partnerships, Trusts and Alienation 
of Income. 

Superannuation Funds. 

Miscellaneous — Assessable Income in Ad- 
vance, Special Types of Companies, Trust 
Estates and Beneficiaries, and War Pen- 
sions. 

Re-numbering of Sections and change of 
title of the Act. 


to Non- 


The Committee was required, when 
making its recommendations, to keep in 
mind the necessity for the Common- 
wealth to receive from income an equiva- 
lent amount of revenue to what might be 
expected under the existing laws. Various 
recommendations made, which would be 
of benefit to taxpayers, were estimated 
by the committee to represent a cost to 
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the revenue of £14,427,000; other re- 
commendations were estimated to repre- 
sent a gain to the revenue of £14,240,000. 
These recommendations relate substan- 
tially to “various parts of the Act which, 
in conjunction with the general law, have 
been used by ingenious taxpayers and 
their advisers for the purpose of avoiding 
or diminishing their liability for income 
tax which would otherwise be payable by 
them”, such as those dealing with the 
taxation of private companies, leasehold 
improvements, superannuation funds, and 
the alienation of property or income by 
means of partnerships and trusts. 


The Treasurer, when tabling the Com- 
mittee’s report, stated that the Govern- 
ment will introduce amending legisla- 
tion, operative from 17 August, 1961, to 
“close avenues of tax avoidance”, relating 
to superannuation funds, family partner- 
ships, trusts and the alienation of income, 
and leases. No indication was given of 
the nature of the legislation. 


The recommendations of the committee 
regarding the taxation of private com- 
panies “will require very extensive 
examination, and the precise form of any 
legislation which might be adopted by 
the Government to block off the existing 
avenues of tax avoidance will require 
considerable research and investigation”. 
But any legislation to be introduced on 
this subject will also date from 17 August. 


Other recommendations, which involve 
a loss to the revenue, “will be considered 
at the appropriate time by the Gover- 
ment, but they will have to be treated as 
taxation policy issues”. 








A detailed commentary on the com- 
mittee’s report will be included in the 
October issue of The Australian Accoun- 
tant. 


——— 
—— 
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NEW BURROUGHS F5000 DUAL PRINTER 


THE ONLY FULLY AUTOMATIC ACCOUNTING MACHINE 
THAT PRINTS TWO ORIGINAL RECORDS SIMULTANEOUSLY 











Burroughs new Series F 5000 offers 
the advantages of fully automatic 
accounting combined with two printing 
heads that provide twice the printing 
productivity! This machine is the only 
fully automatic accounting machine 
specifically designed to handle all 
accounting jobs requiring simul- 
taneous, original print on two records. 
Moreover, the F5000 is versatile as the 
printing heads can be used individually 
as well as simultaneously. Yet the 
F5000 is so simple to operate that an 
operator can learn its procedures in a 
few minutes and become expert within 
a few hours. 


F5000 gives these extra advantages :— © Automatic plus and minus sub-totals and totals. 
@ No carbon or special transfer paper required. @ Complete keyboard control of error corrections. 
@ Form handling time is greatly reduced. @ Single motor bar operation for 90% of all entries. 
@ No special forms required. @ Original record for your customer and yourself. 


Call the Burroughs man 


at the nearest branch office or write to : 


Burroughs Ltd., 40 Miller St., N. Sydney. 


N.S.W. XB 583! 
BU908Y 
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THE 1961-62 BUDGET 





Tax and Pension Proposals 


ee Treasurer, in the Budget speech 
delivered on 15 August, indicated 
that the Government proposed to in- 
crease social service payments, reduce 
sales tax on many household goods, and 
introduce a few minor income tax con- 
cessions. 


SOCIAL SERVICES 

Age and invalid pensions are to be 
increased by 5/- per week to £5/5/- per 
week. Increases are also announced for 
various other classes of pensions payable 
to invalids, widows, tuberculosis sufferers, 
and to war and service pensioners. Un- 
employment and sickness benefits will 
also be increased by 10/- to £3/15/- for 
a single adult and by 15/- to £6/7/6 
for a man and wife. 


SALES TAX 
The tax on household furniture, fur- 


nishings and appliances on which the 
sales tax rate was 8-1/3 per cent, is to 
be reduced to 24%, the decrease to 
operate immediately. The goods which 
will benefit from the reduction include 


such items as refrigerators, washing 
machines, vacuum cleaners, room heaters, 
floor coverings, but do not extend to 
such items as radios, radiograms, tele- 
vision sets. 

The sales tax on motor cars remains 
unchanged. 

Exemption from sales tax will apply 
to goods for the use of privately owned 
railways, commercial motor buses seat- 
ing not less than twelve passengers, and 
livestock trains, trailers and other carriers 
used for transporting livestock in remote 
areas of Australia as delineated in the 
income tax legislation relating to the 
Zone A and Zone B allowances. 


INCOME TAX 
Rates of Tax 


Individual and company tax rates for 
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1961/62 are to remain at the level exist- 
ing for 1960/61. Rates of primary com- 
pany tax for the income year ended 30 
June, 1961, will be therefore:— 

Private Companies: 5/- in the £ on 
the first £5,000 of taxable income; 7/- 
in the £ on the excess over £5,000. 

Non-private Companies: 7/- in the £ 
on the first £5,000 of taxable income; 
8/- in the £ on the excess over £5,000. 


Primary Producers 

Expenditure on purchasing and laying 
underground pipes conveying water for 
use in primary production will be allowed 
as a deduction in the year in which it is 
incurred. Previously, depreciation allow- 
ances were appropriate to this class of 
expenditure. The new “straight-out” de- 
duction will commence with the year 
ending 30 June, 1962. 

Income, including compensation, de- 
rived by a primary producer as a result 
of the compulsory destruction of live- 
stock in order to control or eradicate 
disease will, if the primary producer so 
elects, be included in his taxable income 
in five equal annual instalments, com- 
mencing with the year in which the 
livestock were destroyed, instead of being 
taxed (as at present) wholly in the income 
year in which the income is derived. 
The election would be permitted in rela- 
tion to livestock destroyed during the 
year ended 30 June, 1961. 


Calls to Mining Companies 

At present, a deduction is allowed 
[Section 78 (1) (b)] for one-third of the 
amount of the calls paid on shares in a 
company carrying on mining or afforesta- 
tion in Australia. It is proposed to ex- 
tend this deduction: if an interposed 
company owns all the shares in a mining 
or afforestation company, and thus is 
entitled to a tax deduction of one-third 
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of the calls paid, that interposed com- 
pany is to be given the right to pass back 
the entitlement to the deduction to 
another company which owns not less 
than 50% of the paid up capital in the 
interposed company. It is assumed that 
this deduction will operate as from the 
income year ended 30 June, 1962. 


Dental Expenses 
The maximum allowance for medical 
expenses at present is £150 for each per- 


son (the taxpayer and each dependant for 
whom a deduction is permitted) includ- 
ing not more than £30 for dental ex- 
penses. This limitation of the amount of 
dental expenses which may be included 
in the maximum of £150 is to be re- 
moved. The amount allowable for each 
person will therefore remain at £150, but 
any part, or all, of that amount may 
consist of dental expenses. This will 
operate for the income year ending 30 
June, 1962, and subsequent years. 





Notes on Selected Tax Cases 


CONTRIBUTIONS TO SUPERANNUATION FUNDS 


The Board of Review has dealt with a number of cases involving 
contributions by private companies to superannuation funds for 


the benefit of directors. 


9 C.T.B.R. (N.S.) Case 29. 10 
T.B.R.D., Case No. K.90 


A private company carried on a busi- 
ness of importer and wholesaler of hand- 
bags. The two managing directors, A 
and B, were not in receipt of any re- 
muneration from the company, and were 
not employed full time in the company’s 
business. The only shareholders were A 
and B and their respective wives. 


It was decided to establish a super- 
annuation scheme, and, in consideration 
of the fact that the managing directors’ 
unpaid services had been of value to the 
company, contributions of £204 for A 
and £202 for B were made to the fund, 
and used for the payment of premiums on 
life assurance policies. 


Section 66(2)(c) provides for the Com- 
missioner to form an opinion as to the 
amount (if any) which would not have 
been set aside to the fund if the employee 
concerned had not been a shareholder, 
and to that extent, a deduction under 
Section 66 is not allowed. In this case, 
the Commissioner disallowed the total 
amount contributed. 

Before the Board of Review, the Com- 
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missioner’s representative suggested that 
an independent employee would not have 
accepted remunertation in the form of a 
contribution to a superannuation fund, 
and therefore the amounts paid to the 
fund would not have been so paid if A 
and B had not been shareholders. The 
Board saw no merit in this argument. 
“Where it is found that a shareholder- 
employee of a private company is en- 
gaged either full-time or at any event for 
a not inconsiderable portion of his time 
in performing services which would nor- 
mally be carried out by a person with 
the status of an employee, then, prima 
facie, any contribution to a fund on his 
behalf should, in our opinion, be treated 
as having been made because he was an 
employee of the company.” 


No suggestion had been made that the 
services rendered by A and B were not of 
value to the company, or that the amounts 
contributed to the fund, looked at as 
remuneration, were excessive, or that the 
capacity of the company to pay dividends 
on invested capital was affected. Accor- 
dingly the Board did not agree that aly 
part of the amounts set aside to the fund 
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for the benefit of A and B would not 
have been set aside if they had not been 
shareholders. 

The Board decided therefore that a 
deduction of £200 for each of A and B 
should be allowed; no claim had been 
made for the allowance of contributions 
in excess of the maximum specified in 
Section 66(3)(c). 


9 C.T.B.R. (N.S.) Case 30. 10 
T.B.R.D., Case No. K.91 


The taxpayer company owned pro- 
perty from which rents were received, 
and at times had engaged in building 
homes by sub-contract, the development 
of real estate, and the sale of some sport- 
ing equipment. 

G, the governing director of the com- 
pany, held 168 £1 shares; the paid up 
capital was £5,208. Prior to 1957, no 
remuneration had been paid to him, al- 
though he had been occupied with the 
company’s business for two or three days 
a week since the company was formed 
in 1949. 


In the 1957 year, G was paid a salary 
of £500, and a premium of £200 was also 
paid by the company on a policy on his 
life, the benefits under the policy being 
secured to G or his dependants by a 
superannuation fund trust deed. 


The deduction claimed by the com- 
pany, under Section 66, was disallowed in 
full by the Commissioner. Before the 
Board of Review, the Commissioner con- 
tended that the governing director was not 
an employee for the purpose of Section 
66; the argument, summarised by the 
Board, was that “where plenary powers 
are in the hands of a director, then not 
only is he incapable of being an employee 
of the company at common law, but the 
statutory provision contained in sub- 
section (11) must be limited in the man- 
her suggested”. 


The Board did not agree. “The terms 
of sub-section (11) are clear and unam- 
biguous — ‘a director of a company shall 
be deemed to be an employee of the com- 
pany’.” A director of the company who 
is not an employee at common law may 
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be brought within the scope of Section 
66. 


The contribution made to the fund, in 
the opinion of the Board of Review, was 
not excessive, having regard to the ser- 
vices performed by the governing direc- 
tor, and no part of it should be regarded 
as in the nature of an appropriation of 
profit and given a “dividend” character. 
In the circumstances of this particular 
company, it could not be suggested that 
“the provisions of Section 66 were being 
availed of by the company for the pur- 
poses of diverting profits of the company 
into the hands of or for the benefit of a 
shareholder by the devious route of a 
superannuation scheme”. 


The Board concluded therefore that 
the amount of £200 contributed to the 
fund for the benefit of the governing 
director should be allowed as a deduction 
to the company. 


9 C.T.B.R. (N.S.) Case 31. 10 
T.B.R.D., Case No. K.92 


J, and his wife V, had carried on a 
business of manufacturing ladies’ cloth- 
ing. The taxpayer company acquired the 
business; J and V were the two directors 
and held one share each, the remaining 
5,000 shares being held by a family in- 
vestment company whose shareholders 
were J and V and members of their 
family. 

A contribution of £200 to a super- 
annuation fund for the benefit of V was 
disallowed to the extent of £150, the 
Commissioner taking the view that this 
amount would not have been contributed 
by the company to the fund if V had not 
been a shareholder. 


V was paid a salary of £20 per week 
by the company. She attended to the 
company’s financial affairs, looked after 
the business when her busband was ab- 
sent, assisted in the designing of garments, 
checked production, and occasionally 
worked as a machinist. 

The Commissioner had considered that 
the contribution of £200 to the fund would 
provide a retiring allowance of £5,600, 
which was unreasonable having regard to 
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the salary (£20 per week) paid to V. The 
attention of the Board of Review was 
drawn to previous Board decisions, where 
it had been considered that twice the 
employee’s salary was a reasonable re- 
tirement provision for the purposes of 
Section 66(4). The Board pointed out, 
however, that those decisions were con- 
cerned with the consideration of special 
circumstances which might justify the 
allowance of an amount higher than the 
maximum provided by Section 66(3), i.e., 
£200 or 5% of the employee’s remunera- 
tion. “We think that cases decided under 
that sub-section [Section 66(4)] afford 
little or no assistance in a case arising 
under sub-section (2)(c) where the ques- 
tion to be asked is, what part of a par- 
ticular sum set apart or paid on behalf 
of a shareholder-employee would not have 
been so set apart or paid had the em- 
ployee not been a shareholder of the 
taxpayer company?” 


The Board decided that, as V was a 
full-time employee of the company, pro- 
viding services of substantial value, and 
there was no evidence that profits of the 
company were being diverted into the 
superannuation fund for the benefit of 
shareholders, it could not agree that any 
part of the amount of £200 would not 
have been contributed to the fund if V 
had not been a shareholder. The tax- 
payer company’s claim was therefore up- 
held. 


9 C.T.B.R. (N.S.) Case 41. 11 
T.B.R.D., Case No. L.16 


The taxpayer company paid £200 to 
a superannuation fund for the benefit of 
each of five shareholders in the company. 
The contribution for two of the share- 
holders was allowed as a deduction; the 
contributions for the other three were 
the subject of a reference to the Board of 
Review, the essential features of which are 
as follows: 


(1) Shareholder A.: £200 was claimed, 
of which £50 only was allowed as a de- 
duction. A was the father of the com- 
pany’s managing director; he was ex- 
perienced in the manufacture of the 
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company’s products, and nominally car. 
ried out the duties of a packer for which, 
in the year concerned, he was paid a 
salary of £544. The managing director 
stated, however, that A’s expert technical 
advice was of real value to the business, 


The Commissioner had disallowed £150 
of the contribution made for the benefit 
of A on the ground that to that extent the 
payment to the fund would not have been 
made if A had not been a shareholder. 
However, the Commissioner sought the 
Board’s agreement to the disallowance of 
the whole £200, because, at the time the 
contribution was made, A was over the 
age of 65 years, which was the retiring 
age specified in the trust deed governing 
the fund, and thus the right of that mem- 
ber to receive the benefits provided by 
the fund was not fully secured. 


The Board, by majority, decided that 
although the fund was “ill-adapted” to 
cater for participants over the age of 65 
years, the trust deed should be construed 
to extend to such a case if such a con- 
struction is at all possible. The amount of 
£200 was not regarded as an excessive 
contribution, having regard to the ser- 
vices performed by A. 


(II) Shareholder B: £200 was claimed, 
and £50 only was allowed. B was the 
office girl, attending to normal clerical 
work, the packing and despatch of orders, 
etc. Wages paid for the year concerned 
amounted to £681. 


Having regard to the nature of the 
work performed by B, which was not of 
a managerial nature, the Board com 
sidered that the amount contributed was 
excessive, and that a large part of the 
£200 provided for her benefit was 90 
provided because she was a shareholder 
in the company. The decision of the 
Commissioner to disallow £150 was com- 
firmed. 


(II) Shareholder C: £200 was claimed, 
and disallowed in full by the Commis 
sioner. C was a director of the compaiy 
and a partner in a firm with which the 
company was associated. She received no 
salary from the company, but perfo 
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14” working width. This unit can be 
ysed in conjunction with any suitable 
light source. 











Uses one paper for positive ad negative. 
Negative produces unlimited positives. 
Negatives are readable and permanent. 


Copies single or double sided transparent, 
translucent or opaque originals. 


Intercop MR3/MR4 Copies everything, ballpoint, pencil, etc., 
Combined Printer/Developer Unit regardless of colour. 


This automatic unit is operated with 


one-hand-control, working in conjunc- Has wide exposure tolerance — reducing 
tion with a photocell (selenium-cell). te 
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Gives high contrast BLACK on WHITE. 


Offers many other advantages. 
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Intercop BC3 Combined Flat Bed Printer 
and Developing Unit 
With automatic timing and having 
capacity for sheets 19” x 13”, this mach- 
ine is especially suitable for direct 
copying from books or magazines. 


OZAPAPER LIMITED 


NATIONAL LEADERS IN THE REPRODUCTION INDUSTRY 
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Agents at — BRISBANE — PERTH — HOBART — LAUNCESTON — DEVONPORT — NEWCASTLE 


The Australian Accountant, September, 1961. 





Fnon 


@@Onv-won@O-O-wW & 
v7 


NOWFOMO WOW NW 
NN FWNNOWONOMW 
WFEAFNWO-ANS 
PFO@PWNONUeVONBnnve = 
STseontst eS 


MOUpoOUN UNM 


@oornwrntvrrrwevww Z 


~a 


os 

e ~@e : 
DATA PROCESSING 
oe. 6 

e 


THREE FACTORS 
= OFFICE MECHANISATION 


ar 
— 


Your office machine is a production tool—producing your business data. Whether that production 
is efficient or otherwise depends on three factors: 

CORRECT SYSTEMS PLANNING — THE RIGHT EQUIPMENT — OPERATOR PERFORMANCE 
Remington Rand-Chartres offer the resources of their skill and experience in correct systems planning 
for office mechanisation. Addo offer a model to meet every adding, accounting, or data processing 
requirement. This combination makes it so easy to get the third important factor—efficient operator 
performance. ADDO — A product of finest Swedish craftsmanship. 


Remington. Fland -Crhartees Pty Z, imitel 
-_ 
SYDNEY MELBOURNE BRISBANE ADELAIDE HOBART LAUNCESTON 
Cnr. Liverpool and 334 City Rd., 256 Wickham St., 29 Grenfell St., 9 Argyle St., 84 Charles St, 
Nithsdale Sts., 69-0660 Fortitude Valley, W-4631 2-2886 B-2358 
2-0925 5-4651 
a 
os)! 





The Australian Accountant, September, 196) 





services as dressmaker, designer and 
supervisor. 


The Board decided that C was an 
“employee” by virtue of being a director 
(Section 66(11)], and considered that 
in view of the fact that she was actively 
and to a major extent engaged in work 
which was essential to the production of 
the company’s assessable income, the 
contribution of £200 made to the fund 
was not excessive, and should be allowed 
as a deduction to the company. 


9 C.T.B.R. (N.S.) Case 11. 10 
T.B.R.D., Case No. K.105 


This case* concerned a private com- 
pany which carried on a grazing business 
in partnership with the two directors of 
the company, who were also the only 
shareholders. 





*See ‘“‘The Australian Accountant”, 
April, 1961. 


An amount of £216 was contributed to 
a superannuation fund for the benefit of 
the managing director, who did not re- 
ceive any remuneration from the com- 
pany, but devoted some time to the ad- 
ministration of the grazing business. 


The Board decided, firstly, that the 
unpaid managing director was an “em- 
ployee” for the purpose of Section 66 of 
the Act, by reason of the application of 
sub-section (11) which states that “for 
the purposes of this section (Section 66) 
a director of a company shall be deemed 
to be an employee of the company”. 
Secondly, it was decided that, having re- 
gard to his “not inconsiderable services” 
to the company, the amount of £216 
contributed to the fund for his benefit was 
not excessive; in other words the amount 
was paid to the fund for his benefit be- 
cause he was an employee, not because 
he was a shareholder. 


The deduction claimed, £200, was 
therefore allowable. 





EIGHTH INTERNATIONAL CONGRESS OF ACCOUNTANTS 


THE great interest being taken in the Eighth 

International Congress of Accountants to 
be held in New York from 23 to 27 September, 
1962, will ensure that the Congress will indeed 
be truly international in representation and 


outlook. Already 78 organisations have in- 
dicated their desire to participate. 


One of the two principal speakers at the 
opening plenary session will be Mr. P. F. S. 
Otten who, as chairman of the board of N. V. 
Phillips’ Gloeilampenfabrieken, directs the 
world-wide operations of this organisation from 
Eindhoven, The Netherlands. 


Details of the arrangements, technical pro- 
gramme, costs, etc., were given in the June, 
1961 issue of The Australian Accountant. The 
latest issue of the Congress News draws atten- 
tion to the point that the $40 registration fee 
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is payable for each person attending the Con- 
gress from outside the United States. In 
other words a member whe takes his wife to 
the Congress must pay an additional $40 re- 
gistration fee if his wife attends the Congress. 


It must be stressed that every member of 
the Australian Society of Accountants or The 
Australasian Institute of Cost Accountants who 
proposes to attend the Congress should inform 
the General Registrar of the Society, 37 Queen 
Street, Melbourne, of his intention, with any 
relevant details such as whether he will be ac- 
companied by his wife, anticipated date of 
arrival in New York, etc., so that an indication 
of the number of members of the Society and/ 
or the Institute likely to attend the Congress 
can be passed on to the Secretary of the Con- 
gress as soon as possible. 
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Recent Legal Decisions 


Crown as Creditor in Liquidation of 
Company 


The position of the Common- 
wealth of Australia as a creditor in 
the winding up of a company is 
discussed by the High Court in re 
K. L. Tractors Ltd. (in liq.) [7967] 
A.L.R. 410. 


The facts were that when the com- 
pany went into liquidation the Common- 
wealth submitted a proof of debt for 
something over £140,000, which was 
admitted in full by the liquidator to rank 
as an unsecured debt. One of the com- 
pany’s other creditors then applied to 
expunge the proof by the Common- 
wealth. The advantage to the other 
creditors of having the Commonwealth’s 
proof rejected lay in the fact that if the 
claim was allowed to stand, the Com- 
monwealth would presumably be en- 
titled to the priority of the Crown for 
its debt; the assets would not be sufficient 
to meet that debt in full, and there would 
thus be nothing left for the other credi- 
tors. 


So the claim of the Commonwealth 
was attacked in two ways. In the first 
place, the claim was in respect of goods 
manufactured and delivered by the Com- 
monwealth to the company in pursuance 
of contracts the making of which, it was 
claimed, was beyond the constitutional 
powers of the Commonwealth; these 
contracts, therefore (so the argument ran), 
were void ab initio and so gave no 
enforceable rights to either party. If this 
was correct, then the result was that 
nothing could be claimed by the Com- 
monwealth, notwithstanding that the 
goods which were the subject matter of 
the contracts had been delivered to and 
accepted by the company. Secondly, it 
was contended, if the Commonwealth’s 
debt was admissible to proof, the priority 
of the Crown (which was preserved by 
Section 156(3) of the Companies Act 
1938 (Vic.), that being the Act in force 
at the relevant time) did not extend to 
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what were described as mere “trading” 
or “commercial” debts due to the Crown, 
but was confined to “debts owing by virtue 
of an exercise of legislative or executive 
power by the Commonwealth”, such as 
debts for income tax and land tax. If 
this was right, then, at most, the Crown 
was entitled to rank equally with the 
other unsecured creditors. 


Both grounds of attack failed. The 
first argument proceeded on the footing 
that the goods supplied were civilian 
goods manufactured and sold by Con- 
monwealth munitions factories between 
1948 and 1954. These factories had been 
established for defence purposes during 
World War II, but their use, after the 
cessation of hostilities, for civilian manu- 
facture was, it was urged, outside the 
legal competence of the Federal Govern- 
ment. Therefore the whole transaction 
was outside the constitutional powers of 
the Commonwealth. As against that, 
however, the court held that even assum- 
ing that the contracts, so long as they 
remained executory, were unenforceable, 
it did not follow that once the contracts 
had been executed (by the goods being 
delivered to the company) that the com- 
pany was not bound to pay for them. 
So to hold would be to invert the whole 
doctrine of ultra vires. That doctrine, 
said one of the members of the court 
(Fullagar, J.) was evolved for the pro- 
tection of limited companies and cor- 
porations and their members, and not for 
the advantage of persons who dealt with 
such corporations. The object of the 
doctrine is to ensure that the property 
of such a corporation shall not be trans- 
ferred to another by an unauthorised act, 
and that if such a transfer does take place 
the corporation shall be saved from in- 
curring any loss as a result. 


So if a corporation makes an ulira 
vires borrowing the lender cannot re- 
cover. But if a corporation makes af 
ultra vires lending, the doctrine of ultra 
vires does not operate to permit the 
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borrower to maintain that he was never 
indebted to the corporation. Applying 


this analogy — that there is no reason 
why a corporation cannot recover the 
price of goods sold and delivered solely 
because it has exceeded its powers in 
selling the goods — the court concluded 
that the Commonwealth’s proof was 
properly admitted. 


As to the second ground of attack, 
the court declined to accept the distinc- 
tion which it had been sought to draw. 
The priority of the Crown does not 
depend on the nature of the debt at all, 
but simply on the fact that there is a 
debt due to the Crown, and that the 
creditors competing with the Crown are 
merely subjects. Some statutory provi- 
sion is mecessary to take away the 
Crown’s priority, and as no such pro- 
vision existed as regards this case, the 
second ground of attack could not be 
maintained. Therefore the Crown was 
entitled to prove its debt and to receive 
payment of it in priority over the other 
creditors. 


Contract Performed in Unlawful Manner 


Archbolds (Freightage) Ltd. v. 
S. Spanglett Ltd. (1961) 2 W.L.R. 
170 is a case in which a defendant 
sought to raise the defence of il- 
legality to defeat an action for 
breach of contract. 


The defendant operated a fleet of 
trucks, but did not hold an “A” licence 
—required by the Road and Rail Traffic 
Act 1933 (Eng.)—authorising it to carry 
the goods of other persons for reward. 
Carriage of such goods without an “A” 
licence constitutes an offence under that 
Act. 


One of the defendant’s drivers asked 
the plaintiff whether the plaintiff had a 
load which the truck could take on a 
return trip, and the plaintiff entrusted the 
driver with a load of whisky. The plain- 
tiff did not enquire whether the truck 
was covered by an “A” licence, but was 
not aware that it was not so covered. 
The load was later stolen due to the 
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admitted negligence of the defendant’s 
driver, and the plaintiff sued. The claim 
for damages was met by the plea that 
the contract of carriage was illegal, be- 
cause of the absence of an “A” licence. 


As Devlin, L.J., pointed out in his 
judgment, the effect of illegality on a 
contract may be three-fold. Firstly, if at 
the time the contract is made there is an 
intention to perform it in an unlawful 
manner, the contract is unenforceable at 
the instance of the party possessing that 
intent; if both parties have that intent 
the contract is not enforceable at all. 
This situation did not apply to the pre- 
sent case, because the guilty party was 
not seeking to enforce the contract. 
Secondly, illegality has the effect that a 
plaintiff cannot recover under a contract 
if in order to prove his rights under it he 
has to rely on his own illegal act. It was 
true that the plaintiff here could not 
assert a right of action without relying 
on the contract, but as all that the plain- 
tiff had done was to load a truck which, 
unknown to the plaintiff, did not have 
the necessary licence, it could not be 
said that the plaintiff was guilty of any 
illegal act. This situation, therefore, was 
also not applicable to the present case. 


But the third effect of illegality is to 
avoid the contract ab initio, and that 
happens if the making of the contract is 
expressly or impliedly prohibited by 
Statute or is otherwise contrary to public 
policy. And it was on this that the 
defendant relied, claiming that the con- 
tract was prohibited by the Act. The 
defence, however failed. 

The court of appeal held that the con- 
tract in question was not expressly pro- 
hibited by the Act, nor did the Act pro- 
hibit it by implication. Nor was the 
contract contrary to public policy; as the 
plaintiff did not know that the contract 
would be performed illegally there was 
nothing in considerations of public policy 
to compel the court to deny the plaintiff 
the remedy it sought. 

In the result, therefore, the court dis- 
missed the appeal, and affirmed the de- 
cision of the trial judge in favour of the 
plaintiff. 
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REGISTER OF MEMBERS 


Listing the names of members of the Aus- 
tralian Society of Accountants and of The 
Australasian Institute of Cost Accountants who 
have been advanced recently in status with 
the names of new members and those whose 
names for various reasons have been removed 
from the registers. 


Australian Society of Accountants 


VICTORIA 


Provisional Associates: Cheah, K. C.; Ellis, 
G. A.; Kam, P. K.; Kathiravelu, M. (Miss); 
Rattray-Wood, K. R.; Roberts, B. K.; Scott, 
L. I. (Mrs.); Trewin, P. L. 


Associates: Anderson, W. G.; Braby, R. H.; 
Brown, J. A.; Carrigan, P.; Carroll, J.; Chittick, 
I. B.; Dickson, R. T.; Graham, I. R.; Granat, 
G. J.; Hayles, J. W.; Hinds, L. T.; Jager, M. O.; 
Jones, B. C.; Meggs, A. M.; Millard, L. R.; 
Myers, R. M.; Plant, T. N.; Pleydell, R. D.; 
Poole, R. C.; Saulitis, A.; Sparks, R. W.; Tan, 
C. J.; White, D. W. 

Fellow: Hill, R. S. 

Advanced to Fellow: Bloomfield, E. G.; 
Claringbold, H. C.; Drinkwater, E.; Copp, 
C. E.; Jackson, W. A.; O’Reilly, W. J.; Tope, 
W. A.; Yeoman, R. A. 

Removed from Register: Deceased:— Chris- 
tian, G. R.; Forster, G. A.; Laughton, L. J.; 
Malcolm, H. B.; Miller, C. B. 


NEW SOUTH WALES 


Provisional Associates: Chee, Y. C.; Clark- 
son, A. M.; Davey, P. J.; Kadwell, J. W.; 
Keogh, B. L.; McCann, R.; McGeough, J. F. R.; 
Noone, P. L.; Payne, K. N.; Shelley, W. 

Associates: Abikhair, A. D.; Anderson, D. T;. 
Elliott, J.; Howarth, L. C.; Ireland, M. H.; 
Maher, R. L.; Marsh, J. A.; Mulherin, J. R.; 
Sayers, A. H.:; Swinney, R. C.; War, R. D.; 
Warren, M. R. 

Advanced to Associate: Kidd, N. T.; Murray, 
P. R.; McFarlane, K. L.; Teece, R. C. (Mrs.). 

Fellow: McLean, J. 

Removed from Register: Deceased:— Braban, 
T. H.; Leach, E. E.; Paterson, A. V.; Prender- 
gast, T. W.; Waterford, W. E. 


QUEENSLAND 


Associates: Alick, P.; Betts, B.; Beutel, N. 
J.; Smith, H. J. 


Advanced to Associate: Walsh, B. P. 
Fellow: Petersen, C. E. 

Removed from Register: Deceased:— Devin, 
a. 
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WESTERN AUSTRALIA 

Provisional Associates: Campbell, H. K; 
Pascoe, J. D.; Tan, C. L. 

Associates: Blay, K. L.; Borodako, P; 
Byfield, K. H.; Davidson, J. R.; Geijsman, J: 
Harris, A. G.; Howell, R. V.; Moffat, L 8: 
Perry, K. E.; Russell, S.5 Beale, J. D. 

Advanced to Associate: Kortlang, F. 

Removed from Register: Deceased:— Bar 
low, J. G.; Crowther, R. C.; Whitehead, K 
Resigned:— Hughes, B. S.; Main, S. T. 


SOUTH AUSTRALIA 
Provisional Associates: Fowler, R. M.; Looi, 
Re 


Associates: Anderson, M. J.; Fogarty, T. A; 
Gill, R. T.; White, R. E. 

Removed from Register: 
Roberts, B. H. R. 


Deceased:— 


OVERSEAS 


Provisional Associate: Low, H. B. 
Associates: Burgers, J. P. C.; Choy, C.-C. T; 
Cornwall, J. W.; Hardman, D. J.; Roy, E. M. 


Advanced to Associate: Jones, D. J.; Lim, 
H 


Advanced to Fellow: Price, A. R. 


—_ + — 


Australasian Institute of 
Cost Accountants 


VICTORIA 
Provisional Associates: Beck, R. W.; Bocking, 
B. J. 


Associate: Sterns, G. 


NEW SOUTH WALES 

Provisional Associates: Alcock, B. G.; Des 
marchelier, M. F.; Shapter, K. E.; Taylor, V. J.; 
White, W. I. 

Associates: East, J. F.; McLeod, R. J, 
Stinson, J. M.; Wunder, R. T. 

Advanced to Associate: Clark, G. Y.; Craw 
ford, K. E. 


WESTERN AUSTRALIA 


Provisional Associate: Howell, R. V. 
Advanced to Fellow: Brown, F. E. 


SOUTH AUSTRALIA 
Provisional Associates. Anderson, M. J. 
Churchill, M. J. 
Associate: Adam, L. G. 
Advanced to Associate: 
Tune, J. M. L 


McEwen, D. J. 
OVERSEAS 
Provisional Associate: Cheong, Y. W. 


Associates. Chow, F.; Lee, M. B.; Maif, 
W. A.; Stanley, R. B. 
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Kodak VERIFAX Copying will 


pay for itseli in a “score of ways” 


The firm that prospers is the firm that’s always a step ahead . . . the first to adopt the latest 
business efficiency methods. 


That’s why many of Australia’s top organisations are installing the Kodak Verifax Copying 
System . . . they know the money spent is money invested. 


The Verifax System is saving hours of tedious copy-typing thus freeing stenographers for 
more important work. It speeds up the flow of inter-office information . . . any document 
can be copied instantaneously and exactly—five copies in one minute at a cost of 3.8 pence 
each. There’s an air of heightened efficiency about the office that installs a Verifax Copying 
System. Prospective clients notice it . . . appreciate it . . . and remember it. 


Illustrated at right is the Verifax Signet 
Copier for documents up to foolscap size. 
£140 including Sales Tax. Also available 
is the Verifax Bantam model for docu- 
ments up to quarto size. £94 including 
Sales Tax. 

To learm more about the advantages of the 
Kodak Verifax system, contact the Kodak 
Branch in your State. A representative will 
gladly demonstrate to you, how easily the 
Verifax System can speed up efficiency, 
cut down cost in your office. 


Kodak (Australasia) Pty. Ltd. 
Branches in all States. 
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Electrically driven and hand 
operated models are avail- 
able both with and without 
automatic feed;..for paper 
sizes up to 9” x 14”. 
Similar brief models for 
paper up to 14” x 17”. 


Check these advantages: 


1, Rugged construction for permanent 

use and high efficiency. 

Direct felt moistening (an Ormig 

speciality) which permits to make 

more and better copies. 

. Completely automatic and absolutely 

reliable paper feeding device. 

Hairline registration also when feed- 

ing automatically. 

Automatic master clamping device. 

Second clamp for additional masters 

and/or masks. 

Automatic fluid-pump control. 

ee yep of fluid-feed accord- 
to type of job. 

Adjustable contro! for raising and 

lowering masters. 

. Recessed counter. 


v 
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DUPLICATORS 


The lowest priced spirit 
duplicator on the market! 


ORMIG PICESLS PORTABLE * ORMIG D.12 — ‘SIMPLEX’ 


-— -  & Oe 


USES NO INK, NO STENCILS, NO - 
GELATINE. SEVERAL COLOURS IN : The low-priced and first-class sir 
° plicator for all paper sizes up to 
ONE OPERATION * 9 x 4”. Sturdily built, simple and 
Priced at only £35, this inexpensive * foolproof master-clamp. Semi-avto- 
spirit duplicator is ideally suitable for * matic fluid-feed. Adjustable pressure 
Schools, Clubs, Restaurants, Smali * control. The D.12 can afso be supplied 
Offices, Churches, Local Authorities, * with devices for counting copies and 
Fashion Shops, Brokers, etc. * addressing envelopes. 


Other popular models in all price brackets! 


COMMERCIAL MACHINES: 


MELBOURNE: SYDNEY: BRISBANE: 
330 William Street 350 Kent Street 552 Queen Street 
34 4681 29 6537 B 8758 
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Tax Changes in the United Kingdom 


By G. D. McCOLL, B.Sc.Econ., A.A.S.A., The University of New South Wales. 


RAISING of the exemption level 

for surtax from £2,000 to £5,000 
per annum and an increase of sixpence 
in the pound on company profits tax were 
the main tax changes announced by the 
Chancellor of the Exchequer (Mr. Selwyn 
Lloyd) in presenting his 1961-62 Budget. 
These two measures will have little effect 
on government revenue during this 
financial year, but a new tax on fuel oil, 
a levy on television advertising and an 
increase in motor vehicle fees are 
expected to contribute most of an addi- 
tional £68 million in taxes in the current 
year. 

The economic implications of the 
Budget are far-reaching and emphasise 
the government’s increasing dependence 
on fiscal policy as a regulator of the 
economy; not only does the Chancellor 
hope to cover all but £69 millions of his 
“below-the-line” requirements of £575 
million from a budget surplus, but he has 
also taken the necessary powers to intro- 
duce a payroll tax and vary rates of pur- 
chase tax, customs and excise duties if 
required by the prevailing situation. 

The change in surtax provisions re- 
duces the effective rate of tax on incomes 
over £2,000 per annum. The earned in- 
come relief previously allowed for income 
tax purposes (but not in calculating sur- 
tax) has been extended to provide an 
identical allowance before surtax is pay- 
able. The minimum income attracting 
surtax has been increased from £2,000 
to £4,000. In fact, earned incomes up 
to £5,000 will now be free of surtax, be- 
cause the allowance on that amount is 
approximately £1,000. The effective rate 
on an earned income of £5,000 for a 
single man will be reduced from 7/9 to 
5/9 in the £; on £7,000 the rate will 
fall from 9/3 to a little over 6/9. The 
method of calculation and some further 
examples are given later in this article. 

The effect of these changes will be 
delayed until next financial year, but the 
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reductions are then expected to benefit 
the disposable incomes of about half-a- 
million British taxpayers (a survey in 
1959 showed that 465,000 people had 
earned incomes exceeding £2,000 per 
annum). The Treasury estimates that the 
changes will reduce tax receipts by £83 
millions in a full financial year. 


The Chancellor has decided to replace 
most of this “lost” revenue by the in- 
crease in profits tax from 12%% to 
15%. As companies earning more than 
£12,000 a year are required to pay also 
the standard rate of income tax (7/9 in 
the £), the effective tax rate on company 
profits now amounts to 10/9 in the £. In 
a full tax year, companies are expected 
to pay an additional £70 millions. 


Over £1 million a year is expected to 
be lost to government revenue by the 
decision to abolish the ad valorem stamp 
duty on Bills of Exchange. In future they 
will attract duty of 2d. each. 


Tax on Fuel Oil 


The government’s decision to levy a 
customs and excise duty of two pence a 
gallon on fuel oil seems intended to go 
some way towards arresting some of the 
diversion of demand from coal to oil as 
a fuel. (In 1956, 214 million tons of 
coal were consumed in the production 
of fuel and power, and the equivalent of 
38 million tons of oil. Last year the 
figure for coal had fallen to 196 million 
tons, and that for oil had risen to 65 
millions. Nuclear and hydro-electricity 
contributed the equivalent of only 3 
million tons). The duty is expected to 
yield £50 millions a year in revenue. 


An increase in the licensing fee for 
motor vehicles (on private vehicles from 
£12/10/- to £15 a year) should yield a 
further £25 millions a year. As an addi- 
tional tax on motoring this may deter 
some prospective car owners, but the 
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effect will be no more than marginal 
(especially in a country with an existing 
petrol tax of 2/6 per gallon). 

An entirely new type of taxation has 
been introduced in the form of a 10% 
levy on the advertising revenue received 
by the commercial television companies. 
This is to modify some of the monopoly 
revenue received by the companies, as 
the government has so far issued only 
one commercial licence in each of the 
viewing areas. (The B.B.C. provides a 
service in each area as well; no decision 
has yet been made as to whether the 
third service will be operated by the cor- 
poration or by commercial contractors). 
How much of the tax will come from the 
large profits of the contracting companies 
and how much from the advertisers (and 
ultimately from the consumers) will 
depend, of course, on demand conditions. 
The other advertising media will surely 
make some gain, while the Chancellor 
expects to get over £8 million a year. 

The Chancellor has been much criti- 
cised for exhorting all concerned to keep 
costs and prices down, and himself ap- 
parently adding to these costs by the fuel 
tax and the increased profits tax. 

Weekly wage rates in U.K. manufac- 
turing industry rose by just under 5% 
between January 1960 and January 1961; 
hourly rates rose nearly 10% in the same 
period, probably largely because of shorter 
working weeks. The price of basic mate- 
rials and fuel used fell by 3%, while the 
wholesale prices of all manufactured pro- 


ducts rose by under 2% 


Expects £500m. Surplus 


Mainly because of the natural increase 
in taxation from higher incomes and 
prices, “above-the-line” receipts are 
expected to increase from £5934 million 
last year to £6508 million this year. 
Expenditure is also expected to rise, 
from £5787 million to £6002 million, 
so that the Chancellor is budgeting for 
a surplus of £506 million, nearly £360 
million greater than that actually achieved 
last year. 

The Chancellor expects to need a net 
£575 million “below-the-line”, so that he 
will need only £69 million from other 
sources. He stated that he will not need 
to approach the gilt-edged market during 
the year (National Savings will undoubt- 
edly provide more than this figure). 


“Rigorous and Keynesian” 


If any confirmation were needed that 
the government intends to use the Budget 
as a major weapon of economic policy, 
the Chancellor provided a resounding 
affirmative answer. The massive increase 
in the expected surplus above-the-line, 
and the minute dependence on other 
finance emphasise the dis-inflationary bias 
of the measures. In the words of The 
Economist, this budget is “rigorous and 
Keynesian”. 

Further, “the emphasis is now all on 
fiscal flexibility”. The government is now 
able to impose a payroll tax up to a 
maximum of 4/- per employee per week, 
in addition to being able to vary the rates 





GROSS NATIONAL PRODUCT 
£ million 


Expenditure 


expenditure . 


Consumers’ 
current exp. 


Public authorities’ 
services .... vet 
Gross fixed capital formation at home .. 


Physical increase in stocks and work in progress 163 600 


Exports of goods and services 


Less: Imports of goods and services 
Taxes on expenditure (net) 


Gross domestic product at factor cost 


on goods 


and 


1959 1960 
15,956 16,640 


3,931 
3,727 


4,187 
4,074 
4,815 5,101 30,602 
4,918 
-2,816 


28,592 


—5,547 


-7,734 -2,942 -8,489 





£20,858 £22,113 


(Source: Economic Survey 1961, Table 1). 
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of purchase tax and customs and excise 
duties. Mr. Selwyn Lloyd indicated that 
he wants to use these measures to stimu- 
late or restrict activity according to the 
prevailing economic climate, and the 
flexibility of the weapons has been gene- 
rally welcomed. However, the advocates 
of the payroll tax are dismayed that it 
may be imposed at a time when other 
business taxes have been raised; they 
had suggested it as a more flexible alter- 
native. 

The Economist, for instance, comments 
that “there has long been a case for im- 
posing some sort of payroll tax in order 
to discourage wasteful hoarding of labour 
and to encourage the installation of 
labour-saving equipment”. It doubts the 
flexibility of the proposed measure, and 
“one’s guess is that this ‘variable’ payroll 
tax, once imposed, will go straight to its 
maximum and stay there”. 


This increased reliance on fiscal 
measures is partly the result of limita- 
tions now obvious in the monetary and 
physical weapons which are also used 
to regulate the British economy. The 
Treasury has indicated that these 
measures will continue to be used, but 
it is obvious that movements in the bank 
rate produce international repercussions 
which may be undesirable. There is no 
inviolable rule which decrees that the 
same monetary measures will suit internal 
and external conditions; in fact the 
dangers inherent in following the New 
Gold Standard too far have already been 
pointed out. 

The imposition of physical controls (on 
hire purchase transactions, for instance) 
discriminates too much against particular 
industries, and their effect may be weak- 
ening. 


Real Income Rises 


The dis-inflationary effect of the Budget 
follows the prediction of increased con- 
sumption and investment during the 





5. See, for instance, an address entitled ‘‘The 
International Liquidity Problem", given by 
Mr. A. C. L. Day of the London School of 
Economics to the Manchester Statistical 
Society on March 11, 1959, and reprinted 
in the Society’s Transactions for the 
1958-59 Session. 
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year®, which should be sufficiently large 
to cause a significant increase in total 
domestic output (depending, of course, 
on the level of imports and exports). 


A feature of the rise in gross national 
product last year was the big rise in 
stocks, to which much of the increase 
in imports is attributed. Stock-building 
is expected to decline considerably this 
year. (See table on preceding page). 

During the year, the registered un- 
employed as a percentage of the esti- 
mated total of employees fell from 1.9% 
in 1959 to 1.6% in 1960". Savings and 
investment represented almost one-fifth 
of the gross national product, a propor- 
tion which has changed little in the past 
five years®. 


Massive Trade Deficit 

All this took place against a dismal 
background of a huge deficit in the 
balance of payments on current account. 
The figures shown in the Economic 
Survey indicate a deficit of £366 million 
for the year in the visible trade account. 
Traditionally the items on invisible ac- 
count have made up the visible deficit 
and often turned it into a surplus, but 
last year they contributed only a net £22 
million, so that the adverse balance on 
current account is estimated to have been 
£344 million (although later revisions of 
these figures will probably show that 
much of the balancing item of £377 
million, provisionally included in the 
capital account should be in the current 
account and the current deficit will there- 
fore not be as large as it now seems). 


The visible trade deficit in 1959 is now 
shown at £69 million while a favourable 
invisible balance of £120 million con- 
verted this into a current surplus of £51 
million. Although the plain figures show 
a deterioration of some £400 million for 
the year, the basis of computing many 
of the balance of payments figures has 
been changed, and the changes have a 
bias towards increasing the current deficit. 





6. Economic Survey 1961, p. 8. 
7. Economic Survey 1961, Table 17. 
8. Economic Survey 1961, Table 18. 





In addition to the current account 
deficit, the long-term capital outflow is 
estimated to have exceeded £200 million. 
It is clear that a serious sterling crisis 
was averted only by an inflow of funds 
to London, encouraged by the attractive 
interest rates there. By the end of 1960, 
reserves held in London had risen to 
£1154 million, but overseas holdings of 
sterling had increased to £4436 million. 
Holdings of the rest of the sterling area 
declined during the year, but those of 
non-sterling countries grew by nearly 
£600 million’. 





9. For the significance of these figures to the 
management of sterling, see article by the 
same author, ‘‘Keeping Sterling Stable’, 
The Australian Accountant, October 1960. 


INCOME TAX RATES 


Income tax on individuals is levied on 
a graduated scale; there is a standard 
rate of tax (at present 7/9 in the £), 
but this rate is reduced for the first £360 
of taxable income. At higher levels of 
income the standard rate is increased by 
the rate of surtax which ranges from 2/- 
in £ to 10/- in the £. 


A distinction is made between earned 
and unearned income by means of earned 
income relief, which amounts to two- 
ninths of earned income up to £4,005 
each year, with an extension of one-ninth 
of the next £5,940 (the maximum relief 
therefore amounting to £1550). Deduc- 





U.K. BALANCE OF PAYMENTS 
£ million 


Current Account 
Visible trade: 
Imports f.o.b. 
Exports and re-exports f.o.b. 


Visible balance . 


Invisibles (net figures): 
Government 
Shipping 
Interest, profits, dividends 
Travel 
Others 


Invisible balance 


Current balance 


Capital Account 
Official long-term capital 
Private long-term capital 
Balancing item 
Balance of monetary movements 


RESERVES AND OVERSEAS STERLING HOLDINGS: 


1958 


—3,330 
3,392 


62 


—222 
22 -25 
261 223 
-17 —20 
185 176 


229 “120 


291 51 








—49 -353 
—130 —142 
99 64 
211 380 


(End of year) 


£ million 


Reserves 


Sterling holdings: 
Rest of sterling area 
Non-sterling countries 
Non-territorial organisations 


Total sterling holdings 


1958 1959 
1,096 977 


1,154 


2,519 2,704 2,480 
834 803 ’ 
623 705 549 


3,976 


Source: Economic Survey 1961; Tables 31 and 32. 
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1. New RICOPY 333, lower priced 
model for lowest cost copying. 


JUST RELEASED 


2. All-electric MIRDI 159 copies every 
detail. Brief size (f/scap from £88). 
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copystat? 
ricopy 7? 
mirdi? 
ricohfax? 
tri-combi ? 


copies cost less! 


When you have a copying machine. These days every 

office should have one (ask any user). The question is which 
one and where to get it. This is where we come in — we 
know about every copying process on the Australian 

market today. 


For example, the RICOPY. This copies at the amazingly 
low cost of 13%4d. (qto), 2d. (fscap) and 4%d. (brief). 
Quantity copying is easy and fast on the RICOPY. 


On the other hand, the well-known COPYSTAT range — 
one of the first all-Australian machines — is still the most 
versatile. The slogan “COPYSTAT copies everything” means 
everything! 


A word here about the world-exclusive COPYSTAT TRI- 
COMBI. This 3-in-1 machine has everlasting lamps and 
makes photocopies, low cost copies and long-run 
offset printing plates. 


Another range of all-Australian machines is the MIRD! 
(aptly named after the aboriginal word for speed). Five 
MIRDI models are priced from £88 to suit the smallest office. 


We are specialists. if your interest is copying, consult 
us first. If we cannot satisfy your need (from seventeen 
machines) we will advise you best how and where 
to solve your copying problem. 


L.W. BAG LE Y P rv. LL. 


245 Pacific Highway, North Sydney. XB 5948 
2 Racecourse Road, North Melbourne. 

98 Ivory Street, Brisbane. 

Leal Ltd., 185 Flinders St., Adelaide. 

S. B. Hopwood, 107 George St., Launceston. 

Office Appliances, 168 George’s Tce., Perth. 

Johnson & Hey, 58 Hunter St., Newcastle. 











AUSTRALIAN 
TAX PLANNING 


WITH PRECEDENTS 
by 
P. R. ADAMS, LL.M. 


Barrister and Solicitor, Western Australia 





and 


BRIAN J. MCMAHON, LL.M. 


Solicitor, New South Wales 
with Annotations for the other States by 


H. H. EDNIE, B.Com., LL.B. (Hons.), A.A.S.A. (Prov.) 
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JOHN P. KELLY, B.A. 
Solicitor, Queensland 


J. N. Mc EWIN, LL.B. 
Barrister and Solicitor, South Australia 


H. C. LEWIS, B.A., LL.B., and M. S. BULL, LL.B. 
Barristers and Solicitors, Tasmania 


“It is the right of every person to minimize his taxes to the fullest extent permitted | 
within the law. The problem is how to go about this. There are many people who pay | 
more taxes than absolutely necessary, and particularly is this true of death duties. 
In most cases, by a little forethought, planning and legal assistance, the head of the 
family can reduce the demands of the revenue and benefit the family assets cor- 
respondingly. There is nothing reprehensible or immoral about the rearrangement 
of a man’s affairs so as to attract minimum tax. This is not tax dodging. It is just 


plain common sense.” 
— Extract from the Preface. 


BUTTERWORTHS 


6-8 O’Connell Street 430 Bourke Street 240 Queen Street 
SYDNEY MELBOURNE BRISBANE 
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tion of this relief from earned income 
gives the “assessable” income. 

Assessable income is reduced by per- 
sonal allowances in order to arrive at 
taxable income. The main personal 
allowances now in force are: 

Single person ig £140 

Married couple oad .. £240 

Each child up to 11 years £100 

Each child 12 to 15 years £125 

Each child aged 16 and over receiv- 

ing full-time education .... .... .... £150 

Other allowances are made for life assur- 
ance premiums, contributions to approved 
superannuation schemes, and subscrip- 
tions to certain professional associations. 
A deduction is also made in respect of 
contributions to the National Health 
Scheme (contributions by employees and 
employers are compulsory and are 
entirely separate from Income Tax assess- 
ments; contributions are not graduated 
according to income). 


Incomes of husband and wife are 
aggregated and treated as one income. 
The wife’s earnings are reduced by two- 
ninths, with a maximum allowance of 
£140; the married couple’s allowance of 
£240 is unaffected. (This method of 
assessment does not prevent either party 
asking for a separate assessment; the 
total tax levied is the same). 


The first three slices of taxable income 
are charged at reduced rates of tax, and 
only the balance taxed at the standard 
rate. At present the rates are: 1/9 in the 
£ for first £60; 4/3 for the next £150; 
6/3 on the next £150. Taxable income 
above £360 is taxed at the standard rate. 


The following are examples of calcula- 
tion of the tax on this basis: 


Earned income 
Earned income relief (2/9ths) 


Assessable income 
Allowances 


Taxable income 


1/9 in £ for first £60 
4/3 in £ for next £150 
6/3 in £ for next £150 
7/9 in £ on balance 


Income tax: 


Total tax 
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SURTAX 


The graduation of tax for incomes in 
higher groups is achieved by means of 
the surtax. Prior to 1 April this year, 
this tax was applied to income in excess 
of £2,000 but the Chancellor has now 
raised the relief to £4,000 and has also 
decided to allow the earned income relief 
previously allowed only for income tax 
to be deducted from total earned income 
in computing the income subject to sur- 
tax. 

The single person allowance of £140 
is not allowed in the calculation of sur- 
tax; however other allowances for married 
couples, exceeding £140, are allowable. 


Surtax is then levied at the following 
rates: First £500, 2/- in £; next £500, 
2/6; next £1,000, 3/6; next £1,000, 
4/6; next £1,000, 5/6; next £2,000, 
6/6; next £2,000, 7/6; next £2,000, 
8/6; next £3,000, 9/6; balance, 10/-. 
(This means that income in excess of 
£17,000 is taxable at a total rate of 17/9 
in £). 

The calculations in Fig. 1 show the 
amount of tax payable on an income of 
£6,000, assuming that it is all earned. 

The new provisions will have the effect 
of considerably reducing the tax rate on 
incomes above £2,000. The following 
tables show the rate of tax payable under 
the old and new rates (as in the examples 
above, all income is assumed to be earned, 
only the personal allowances being de- 





Married couple with 
two children under 
eleven 

£1,000 £1,000 


999 99? 
222 222 


Single person 


778 178 
140 440 
638 338 
 § § 0 

31.17 

46 17 

107 14 


£191 14 





ducted; further deductions naturally re- 
duce the effective rate). (See Fig. 2). 


COMPANY TAXATION 


Companies are liable at the standard 
rate on their total income irrespective of 
the amount of that income; they receive 
no allowances or relief and therefore are 
subject to taxation at the rate of 7/9 in £. 
In general, companies are not liable 
to surtax but there are special provisions 
to prevent avoidance of surtax by means 
of “one-man” companies. 

In addition, companies are liable to 
pay the profits tax, which has now been 
increased to 15%. The full amount is 
payable where profits exceed £12,000, so 
that the total tax in these cases amounts 
to 10/9 in the £. 


However, where profits do not reach 
£12,000 an abatement is allowed from 
the income subject to profits tax. This 
abatement is calculated by taking one- 
fifth of the difference between the profits 
and £12,000. If the profit is £2,000, the 
abatement cancels out the income (the 
abatement being one-fifth of £10,000). 
Profits below £2,000 do not attract the 
profits tax. 


The effect of this system is to graduate 
the effective tax rate on company incomes 
from 7/9 at £2,000 to 10/9 at £12,000 
and above. (See Fig. 3). 


(In practice these calculations may be 
complicated by the presence in profits of 
amounts of distributions of profits from 
other corporate bodies themselves subject 





(a) Income tax 


Earned income 

Earned income relief: 
2/9ths of £4,005 
1/9th of £1,995 


Assessable income 
Allowances 


Income subject to income tax 


1/9 in £ for first £60 
4/3 in £ for next £150 
6/3 in £ for next £150 
7/9 in £ on balance 


Income tax: 


Total Income Tax 


(b) Surtax 
Earned income 
Relief (as above plus £4,000) 


Assessable income 
Allowances 


Income subject to surtax 


2/- in £ for first £500 
2/6 in £ for next £500 


Surtax: 


Total Surtax 


Total tax: 


Income tax plus surtax 


Married couple with 
two children under 
eleven 

£6,000 


Single person 


£6,000 


1,112 
4888 
140 


£4,748 


, 2 
31 17 6 
46 17 6 
1,700 7 0O 


£1,784 7 0O 


6,000 
5,112 


888 


888 


50 0 0 
48 10 0 


98 10 0 


£1,882 17 0 
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FIG. 2 


Earned income Single person 


Ola 


i & s. 


—_ 
SC SAINAAMNLAWNR 


» 
j—) 


16 3 
Be 


Unchanged 


New 
d. 


2 
3 
5 
9 


3% 
91% 


Married couple with two children 
under 11 
Old New 
s. s. d. 


> Unchanged 


CONANCSCSCOS:A 
* 


2% 
6% 

11 
3% 
9 


Y2 
Y2 


3% 


2% 9 


2% 
6% 
1" 


11 11% 
IS 5 
16 7 


(Recipients of unearned income do not receive the earned income allowances, and the rate 
of tax on that portion of their income will accordingly be higher, as will the overall rate 
for their total income.) 





to profits tax. These amounts of “franked 
investment income” are not subject to 
further profits tax; consequently the 
calculation of the abatement depends 
also on the amount of this type of in- 
come in the total). 

For the purposes of the profits tax, 
profits are computed as for income tax, 
subject to certain modifications. Income 
from investments (other than that men- 
tioned above) is subject to the tax. 
Interest paid on borrowed money is, in 
general, allowable as a deduction. 

Between 1947 and 1958 the tax was 
charged at two rates: a higher rate on 
profits distributed as dividends and a 


lower rate on profits not distributed. The 
Finance Act of 1958 levied the tax at 
the single rate and this year’s Act in- 
creased the rate from 12%2 percent to 
15 per cent. 

(The figures used are all in English 
currency, and the earned income allow- 
ances in the examples are rounded to the 
nearest pound. These notes have been 
prepared on the basis of information 
appearing in the Financial Statement 
(1961-62) published by Her Majesty's 
Stationery Office, London, and of the 
pamphlet The British System of Taxa- 
tion, obtainable from the United King- 
dom Information Services in Australia). 





FIG. 3 
Profits 
Tax 
(15%) 


Effective 
Tax 
Rate 
7/9 
7/9 
9/6% 

10/2 
10/5 
10/7% 
10/9 
10/9 


Total 
Tax 


Income 
Tax 
7/9 in £ 
387 
775 
1,550 
2,325 
3,100 
3,875 
4,650 
7,750 


Subject 
to Profits 
Tax 


Profit Abatement 
387 
775 

1,910 
3,045 
4,180 
5,315 
6,450 

10,750 


£1,000 
£2,000 
£4,000 
£6,000 
£8,000 
£10,000 
£12,000 
£20,000 


360 
720 
1,080 
1,440 
1,800 
3,000 


2,000 
1,600 
1,200 
800 
400 


2,400 
4,800 
7,200 
9,600 
12,000 
20,000 
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Use of Machines for Private Ledger Work 
in a Public Accountant’s Office* 


By A. D. BLAIN, B.Com., A.R.A.N.Z., A.C.LS 


VERYONE in business is “selling” 
something whether it is goods or 
services, visible or invisible. The public 
accountant is no exception — funda- 
mentally he is offering the public his 
professional skill and business experience 
in return for a fee. He is selling ‘“ac- 
counting services” in the broadest sense, 
on the basis of the professional time of 
himself and his staff. As we all know 
only too well, there is a limit to the 
amount of this time available for “sale” 
—even by burning the midnight oil in 
the peak months of the year, the produc- 
tive hours so provided are all too few 
in number. Scarce and valuable though 
each hour is, there is a limit to its market 
value. In fixing the gross fee for a parti- 
cular job, the principal is guided by the 
Society’s scale of charges but, in practice, 
the fee is further limited by the client’s 
capacity and/or willingness to pay. We, 
therefore, are faced with a dilemma — 
we have a scarce commodity but there 
is a practical limit to the price we can 
charge for it. 

How then can a public accountant 
increase the profitability of his practice 
and, at the same time, provide the 
highest possible standard of service to 
his clients at a fair charge? 

This question is of vital interest to 
every progressive accountant in public 
practice — the answer is in reducing the 
cost of each job through efficient 
mechanisation. 


Clerical costs in common with all 
others have spiralled in recent years and 
will almost certainly continue rising. 
Our leading industrial companies have 
been forced to increase their efficiency, 
streamline their processes and methods in 
in the fight to retard the upward trend 

*A paper delivered at a Public Accountants’ 
Convention arranged by the Victorian Division 


of the Society and held at Shepparton, Victoria, 
on 7 to 9 April, 1961. 
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in production costs. Some members of 
our own profession have specialised in 
this field; methods engineers, “O & M” 
officers, management consultants, have 
become a valuable part of the industrial 
and commercial scene. I cannot help 
feeling however, that a great many public 
accountants have failed to recognise the 
importance of new methods so far as 
they affect their own practices — this is 
a “jet age” and handwritten columnar 
cash books are becoming as out-of-date 
as piston-engined aircraft. 

On the other hand, there are many 
practitioners who have taken advantage 
of modern machine accounting methods 
and have found that not only are they 
gaining financially but, since scrapping 
their pen and ink system, they are enjoy- 
ing more leisure time in those hectic 
peak months. The public accountants 
in New Zealand have made greater 
progress in this respect than we in Aus- 
tralia. My company helped pioneer this 
“renaissance” and it has over 400 ac- 
counting machines of various types in 
public accountants’ offices across the 
Tasman. Some of the larger practices 
have two, three and as many as six of 
eight accounting machines but many one- 
man practices are mechanised. One of 
the very first practitioners to mechanise 
quotes the following: 

BEFORE: One principal working 60-70 

hours a week, two senior girls, 60 clients. 

AFTER: One girl left, not replaced (ie. 

wages halved), remaining girl not work- 
ing quite full time, 80 clients; principal 
working 40 hours a week on average and 
enjoying life again; clients receiving better 
advisory service, i.e., the benefit of pro- 
fessional services instead of purely clerical 
services as before. 

There has been significant advance- 
ment in accounting machine design 
recent years, and some of these develop- 
ments have made the equipment accept- 
able to public accountants: 


The Australian Accountant, September, 1961. 














How do you do business now? 


This ledger was destroyed by a 
fire in only a few minutes. 

(It wasn’t even a very big fire.) 

Ledgers like this are “protected,” 
too. By steel cabinets that absorb 
all the heat and act like incinerators. 

Here’s the alternative: The 
Remington Safe-File 60 insulated 


records intact for an hour when the 
outside temperature is 1700° F. 

Safe-Files have even crashed 
through flaming floors; everything 
inside stayed uncharred. 

Does it make sense to keep all the 
records you can’t replace in 
Remington Safe-Files? 


filing cabinet. It will keep your Obviously. 


Remington. Fland - Whaartres 


HOBART 
2 2886 


ADELAIDE e 
W 4631 


BRISBANE 
5 4651 


MELBOURNE @ 
69 0660 


SYDNEY ° 
2 0925 
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THE WORD FOR FILING 
IS STEELBILT 















































Records are the lifeblood which keeps modern business going, so 
therefore the installation of a speedy and efficient filing system is of 
paramount importance to smooth operation. With Steelbilt filing 
equipment the keynote is efficiency — speedier, easier filing . . . 
simpler and quicker finding. 

Your particular needs probably vary from one department to 
another, and this is where Steelbilt can help. The Steelbilt range 
includes many different types of files and cabinets to cope with every 
kind of filing. The Steelbilt representative in your Capital City will 
supply information, advice and quotations without obligation. 


A WORMALD BROTHERS INDUSTRY 


CONTACT THE 
STEELBILT DIVISION OF 
WORMALD BROTHERS 
in your Capital City 





$$217.83 
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The machines are sufficiently versatile and 
flexible to handle the varied work of the 
average practice. 

They are easy to operate because they are 
highly automatic—operator decisions have 
been reduced to a minimum. It is a 
definite advantage if the operator knows 
the difference between a debit and a 
credit before she is put to work on the 
machine. Training takes only a few 
hours. 

The equipment is reasonably priced when 
related to present-day clerical costs. Prices 
vary from £300 to £3,000 but one which 
is priced at say £1,100 costs £110 p.a. if 
it is written off entirely over a ten-year 
average life. In the same period a £700 
per year operator would receive £7,000. 


We frequently find a public accountant 
who says “my practice is different” — 
occasionally this may be true but more 
often than not he really has a similar 
problem to most of his fellow practi- 
tioners. However, each machine is 
“programmed” specially to handle the 
work of the particular practice after 
thorough consultation between the 
machine house and the accountant or 
his senior staff. — It is custom-built so 
far as its control unit is concerned and 


it fits the accounting work of the practice, 
not vice versa. 


Versatility is the keynote — the latest 
Sensimatic programme unit allows the 
operator to change instantly from one 
accounting function to another — simply 
by flicking a programme selector knob. 
The following are typical of the varied 
accounting work handled on machines 
by public accountants:— 

Private ledgers of all types of clients. 

The firm’s own cost ledgers. 

Debtors and creditors ledgers. 

Sales and purchase analysis. 

Hire purchase ledgers. 

Building society ledgers. 

Financial reports for management, budget 

Statements, etc. 

Share registry service for public companies. 

Payroll. 

In most small or medium practices 
private ledgers of clients comprise the 
major portion of the work and it is this 
aspect of machine accounting on which 
I propose to concentrate. There is 
nothing stereotyped about the methods 
used — they are completely flexible and 
cater for all types of clients from sole 
traders, dairy farmers and graziers to 
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partnerships, small manufacturers, finance 
and other proprietary companies. 


“Does the machine mean lowering the 
standard of work of the practice?” we 
are sometimes asked—the answer is 
“No”. Whether the ledger is posted by 
pen or machine the standard is that set 
by the practitioner himself and the 
machine does not in any way regiment 
the form and accuracy of the final 
financial statements presented to the 
client. It is a modern office “production 
tool” using 1961 methods to meet 1961 
problems. The writing up of a columnar 
cash book by hand is a routine repeti- 
tive uninteresting part of the accounting 
process — it is wasteful and uneconomic 
to have a senior clerk manually handling 
this work which can be posted by a 
junior girl using a machine with greater 
speed and accuracy at lower cost. 


In short, mechanisation removes much 
of the drudgery of manual bookkeeping 
and frees the accountant and his trained 
staff for the interesting and creative part 
of the accounting process where no 
machine can supplant the judgment and 
decisions of the human mind. 


The real accounting function starts 
when the routine ledger posting reaches 
trial balance stage. We still retain the 
hand written journal showing full narra- 
tions in the traditional form — the closing 
journal entries are made in pen and ink 
by the principal or senior clerk and 
subsequently posted by the machine 
operator to the respective accounts. 


Cash Book 


Traditionally, we have thought of the 
cash book as: 


a columnar record to facilitate the 
dissection of receipts and payments, 
thereby reducing the number of 
postings to the ledger; 

a means of cross-balancing to pin- 
point manual errors; and allowing 
reconciliation with the bank balance. 


It can, of course, serve other useful 
purposes such as affording a means of 
limited reference without going back to 
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the source vouchers (provided the clerk 
has conscientiously and accurately tran- 
scribed the detail). Frequently, however, 
the detail shown in the cash book is in- 
adequate and, to satisfy a really import- 
ant query, reference to the original docu- 
ment is necessary in most cases — the 
machine cash book does facilitate such 
reference. Those public accountants 
using machine accounting will testify 
that reference back to documents is easy 
in practice. We must admit that for 
minor queries the detailed hand-written 
cash book can be convenient but, is it 
economic to transcribe by hand limited 
detail for hundreds or even thousands of 
entries for the sake of the very few 
queries which can be satisfied by refer- 
ence to the cash book alone? Remember, 
that machines can process columnar cash 
books with typewritten detail if special 
circumstances justify such an approach. 
This is rarely done in practice because, 
firstly, it involves using a more expen- 
sive type of machine fitted with a type- 
writer and secondly, it is quicker and 
more efficient to by-pass the separate 


cash book operation altogether and post 
direct to the ledger from the posting 
media. 


Dates and reference numbers appear 
on the ledger and cash book to facilitate 
reference back to the original cheque 
butts when necessary. Normally we use 
a seven figure reference number with 
every entry, the first four digits denoting 
cheque number and the last three indicat- 
ing the number of the account to which 
the item in posted. This information 
gives adequate cross reference between 
source documents, cash book and ledger 
and also provides on each ledger card 
a “visual proof” of posting to correct 
account (e.g., in wages account there 
should be a column of reference numbers 
all “460” — a stray “mispost” stands out 
like a sore finger). The cash book is 
produced as a by-product of the ledger 
posting rather than as a separate process 
— it takes the form of a machine proof 
sheet and can be either a carbon copy 
of the entries in the ledger posting run 
or, as is generally favoured by public 
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accountants, it can be produced in 
original red and black print by a special 
machine “repeat print” procedure. This 
has the benefit of eliminating the cost 
and messy handling of carbon paper. 
There are now machines available with 
twin printing heads which permit the 
simultaneous printing of two “original 
print” records (such as private ledger 
card and cash book or debtors ledger 
card and customer statement) without 
extra machine carriage travel. 


The machine cash book is used mainly 
for reconciliation with the bank (or stock 
and station agency); and balancing the 
machine posting run which includes 
proof that the previous balances of 
active ledger cards were correctly 
“picked-up” by the machine operator. 


Account Coding 


Before discussing the actual ledger 
posting procedure I will cover the im- 
portant question of numerically coding 
the accounts to permit mechanising. By 
eliminating the unnecessary writing of 
account names through use of account 
codes we speed up the preparation of 
the posting media, trial balance listing, 
and facilitate rapid cross reference. Each 
ledger card is headed with the account 
name, the account code number and any 
other necessary data. An experienced 
clerk works through the cheque butts or 
other media writing in the appropriate 
code numbers—this coding is the 
skilled portion of the operation, requir- 
ing a detailed knowledge of accounting 
principles and taxation law to determine 
to which account the amount should be 
allocated; later the junior machine 
operator posts the items to the ledger 
locating the correct account by the 
number read from the pre-coded media. 
Naturally, if the person operating the 
machine is experienced enough to write 
up a set of books by hand then pre- 
coding the media is unnecessary. 


I have included a standard set of three 
figure account codes similar to those used 
by most firms using machines on private 
ledgers —this applies not only to public 
accountants but to a great many of our 
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largest public companies most of which 
now use account numbers in their general 
ledgers. It will be noted that we are 
using numbers from 000-999, with 
number blocks grouped logically by 
trading account debits and credits, profit 
and loss debits and credits, balance sheet 
debit items broken down into current 
assets, fixed assets, other assets and 
balance sheet credit items grouped under 
current liabilities, long-term liabilities, 
capital accounts, etc. 


When a new client comes along with 
unusual requirements it is occasionally 
necessary to add special accounts to your 
standard list of codes — there are plenty 
of number gaps to allow for this. Each 
member of the staff is supplied with the 
standard codes but within weeks they 
become so familiar with them that refer- 
ence to the list is rarely necessary. 


“Does the use of account codes cause 
loss of flexibility in establishing an 
adequate number of accounts to meet a 
particular client’s need?”—this is a 
common question. The answer is that 
you can have as many accounts as the 
circumstances justify. Take “Repairs and 
Maintenance” account as an example:— 

Account Number— 

300 is R & M General. 

302 is R & M Buildings. 

304 is R & M Furniture and Fittings. 

307 is R & M Tools. 

309 is R & M Plant and Equipment. 
But if you need five separate accounts for 
building maintenance these can be numbered 
302/1 to 302/5. 

Truck expenses is account No. 247 — 
if your client has one truck this is 
adequate. If he is a transport operator 
with fifteen trucks you can provide a 
separate expense account for each by 
numbering them 247/1 to 247/15 in 
his particular ledger. 


Under machine accounting the use of 
ledger cards makes it convenient to 
provide a detailed break-down of ledger 
accounts — you can provide a separate 
account for every worth-while item of 
mcome and expense. You can open a 
special account for every important item 
of say, plant, with the usual fully descrip- 
tive data at the head of each card — 
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this almost infinite flexibility greatly 
reduces the need for description against 
individual entries in these accounts. 
Where, however, occasional detail is still 
necessary we have provided a memo- 
randum column on the ledger card into 
which essential detail can be handwritten 
or typed against the particular entry. 


For Livestock Accounts 


The machine can record numbers of 
stock bought and sold in the memo 
column — the same applies to numbers 
of bales sold in the wool account. In the 
case of the larger farmers and graziers, 
we normally provide separate accounts 
for sheep on hand, cattle on hand, sheep 
bought, sheep sold, cattle bought, cattle 
sold, etc. When a single taxpayer runs 
several farming properties it is obviously 
advantageous to maintain the above 
named accounts separately for each pro- 
perty— with the machine ledger we 
have at least as much flexibility as a 
loose-leaf manual ledger and certainly 
more than the old-fashioned bound 
ledger. 


We are sometimes asked “does the job 
come to a standstill when there is in- 
sufficient information on the cheque butt 
to classify a payment?” The answer is 
“No” — Suspense Account (No. 999) is 
one of the most important from the 
principal’s viewpoint. Queries which arise 
during the machine posting run are 
temporarily posted to “Suspense” to 
facilitate an immediate trial balance. 
When later the client calls, the partner 
or senior clerk interviewing him can take 
a/c No. 999 and clear up the routine 
queries temporarily debited or credited 
to that card, which, therefore, is really 
a convenient “query sheet”. Notations 
are made in the memo. column of the 
card from which the operator later 
transfers the items to their correct 
accounts. 


Posting the Ledgers 

Where possible, the client is en- 
couraged to send in his cheque butts and 
vouchers regularly so that the posting 
can be made progressively during the 
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year thereby reducing that annual “peak” 
which is the headache of every public 
accountant. I admit that it is difficult to 
educate some clients to co-operate, but 
the majority will do so if properly 
approached and systematically followed 
up. For this purpose it is desirable for 
clerks to maintain a work book covering 
the clients for whom they are responsible 
—this records the dates to which 
machine ledger posting is completed; the 
client was last approached for media; to 
which he has actually provided cheque 
butts, statements from the bank, stock 
firm, dairy factory etc. 


It is a convenient record for the 
principal to review regularly to ensure 
that as much posting as possible is 
processed before 30 June or other 
balance date. 


Pre-coding the cheque butts for post- 
ing by the machine operator was the 
original method followed in most 
mechanised practices; now, however, the 
bank statement (or stock and station 
agency statement where appropriate) is 


generally preferred as the posting medium 


and is pre-coded for the machine 


operator. 


Several reasons why the bank state- 
ment is favoured include the following: 


coding the bank statement (from the cheque 
butts) assists reconciliation; 

cheque amounts are verified —very neces- 
sary with some farmer clients and others 
who are unreliable in filling in butts; 

direct payments by the bank, interest debits, 
fees, exchange adjustments are readily 
picked-up; 

the bank statement is easier and faster to 
post from than cheque butts; 

page-by-page proof is possible—the open- 
ing bank balance can be loaded into the 
accumulating register of the machine, 
cheques and deposits appearing on the 
statement posted page-by-page and the 
machine sub-totalled to agree with the 
statement balance page-by-page. This 
method is not commonly used in practice 
mainly because the bank reconciliation is 
a very simple matter without it — un- 
presented cheques are picked up in the 
usual way from the cheque butts and 
posted on the machine. Usually it is the 
practice to post debits and credits in 
separate runs. A ledger account for the 
bank (or stock and station agency, or 
both) is maintained in the ledger. The 


automatic machine total of the debit post- 
ing runs is credited to the bank account 
and the machine total of the credit posting 
run is debited. 


Posting from the cheque butts may 
be desirable in selected cases, e.g., when 
the particular job is subject to outside 
audit. It would be more convenient for 
the auditor, working from vouchers filed 
in cheque number order, to have the 
machine entries on the proof sheet in 
the same order. 


Incidentally, we are frequently asked 
how to handle “split” cheques — those 
where items affecting several accounts 
are shown on the one butt. These are 
no problem. We simply post the indi- 
vidual items to their appropriate accounts 
and the machine shows the total of the 
cheque on the proof sheet to facilitate 
reconciling with the bank statement. 


In posting all entries direct to the 
ledger one apparent objection is that, 
with say a sole trader, “Purchases” may 
account for perhaps 90% of his pay- 
ments and posting these items indi- 
vidually to the ledger appears unneces- 
sary. Admittedly, we finish up with more 
detail on the ledger card than under a 
manual system and more than is essential 
but machine ledger cards are cheap — 
400 entries would fill only five cards used 
both sides. In practice, direct posting 
works 100% satisfactorily. I want to 
stress however, that we do it of choice 
and not because of any machine limita- 
tions. We frequently use a machine with 
an extra one or two registers enabling us 
to provide one or two dissection columns 
on the machine cash book for “heavy” 
items such as “Purchases”—this provides 
an excellent blend of direct posting and 
dissections. The great majority of public 
accountants with machines use direct 
posting of all items because it works 
efficiently and only a_ two-register 
machine is necessary for a fast auto- 
matic operation. 


Card handling (and balance pick-ups) 
can be kept to a minimum by posting 
the “Purchases” account in one run 
handling all other items on a second 
run through the posting media. This 
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ANNOUNCING... 
NEW TERM ACTIVITIES 


Day Classes — Accountancy 

Students who are fortunate enough to be able to devote full time to their accountancy 
studies should arrange to enrol for the term beginning on 13 November next preparing for 
the May 1962 examinations. 

Those whose circumstances permit them to attend day classes generally complete the 
accountancy examinations in a relatively short time, sometimes within eighteen months. 





Evening Classes — Accountancy 
These classes for part-time students will begin on November 13 next preparing students 
for the April-May 1962 accountancy examinations. 


The Institute of Sales Management 

Enrolments for the evening classes are now being arranged for the May 1962 examinations 
as follows:— 

For Intermediate Commercial Law on 15th November, 1961. 

For other Intermediate subjects on 19th January, 1962. 

For Final subjects on 19th January, 1962. 


Secretarial Classes 
Evening classes preparing for the June 1962 examinations of both Institutes of Secretaries 
commence in January, 1962. 


Institute of Cost Accountants 
Classes for the examinations of the Cost Institute will begin on Wednesday, 15 November, 
1961, for the examinations to be held in May, 1962, as follows:— 
Old Syllabus: Papers 3, 4 and 5—15 November, 1961. 
Papers 1 and 2—31 January, 1962. 
New Syllabus: Subject 1— 15 November, 1961. 
Subject 2 — 31 January, 1962. 


Correspondence Instruction 

Those who desire to prepare for their accountancy examinations studying by correspond- 
ence in the quiet comfort and convenience of their own homes may enrol with the College at 
any time. 


Model Answers— 
Australian Society of Accountants 
Examination questions set by the Australian Society of Accountants and Answers thereto 
have been published for each examination session (May and October) as follows:— 
Since 1954— 1. Stage 1, Accounts and Auditing 
2. Company Law and Company Accounts 
. Monetary Theory and Practice 
4. Income Tax Law and Practice 
5. Advanced Accounts — Part A 
6. Advanced Accounts — Part B 
7. Commercial Law A and Commercial Law B 
8. Auditing and Business Investigations 
Price 5/- for each set for each examination session, post free, except Income Tax which is 4/-. 


Australasian Institute of Cost Accountants 


Model Answers to Papers 1-5 (present syllabus) are available since May 1957 at 10/- for 
each set, post free. 


Since 1956 — 


Full details of time tables, fees, and enrolment procedure gladly given upon request. 


A. E. SPECK COMMERCIAL COLLEGE 


138 Flinders Street, Melbourne, Victoria. 
MF 4648. 
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A NETWORK OF SERVICE 


in Australia, New Zealand, Fiji, Papua and New Guinea 


The skill and experience of A.N.Z. Managers and staff 
are concentrated on the prime objective of conducting an 
efficient, progressive bank. In that way we best serve our 
customers. Service to the community has always been our 
aim. In addition to cheque and savings accounts now being 
used by thousands of people in every walk of life, we provide 
comprehensive business facilities, including import and export 
transactions, trade and economic services, and a modern travel 
department. 
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A call or enquiry from you will be welcomed. 


AX*N+Z BANK 


AUSTRALIA AND NEW ZEALAND BANK LIMITED 
AUSTRALIA AND NEW ZEALAND SAVINGS BANK LIMITED 
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ure does not complicate the 
reconciliation seriously and is the most 
tical way of handling selected 
clients who have a preponderance of one 
type of payment or another. A three or 
four-register machine used on_ the 


combined columnar and direct posting 
plan eliminates the double debit run and, 
now that the whole concept of machine 
accounting is widely accepted by public 
accountants, we find more of them now 
using three or four-register machines. 


Costing of Machine Time 


This depends on the capital cost of 
the equipment chosen but most New 
Zealand firms using our standard two- 
or three-total machines use a “machine 
hour cost” of 8/6 to 10/- exclusive of 
operator time. In Australia 10/- to 12/6 
an hour is commonly used. 


These rates are really generous and 
are aimed at recovering the capital cost 
in the minimum time. Most firms cost 
their clerical time on 1500 productive 
hours per year—if we conservatively 
expect only say 750 effective machine 
hours a year the above rates will recover 
in three years the capital outlay (includ- 
ing interest on the investment and 
machine stationery not charged directly 
to clients). In practice, many firms have 
recovered their investment in two years 
or less. The figure of 750 productive 
machine hours per year is, of course, an 
extremely conservative basis on which to 
base costs —in practice 1200 or more 
chargeable hours can readily be achieved 
(that is still only 24 hours per week on 
average and obviously many practices 
use their machines more than this). My 
main point is, however, that even if you 
use the machine only 750 hours per year, 
it pays for itself in under three years. 


Comparative Times 


Because of the time involved in 
converting to the mechanised plan (head- 
ing up ledger cards, transferring ledger 
balances, establishing codes etc.) a public 
accountant should not expect spectacular 
lime savings in the first year. Much of 
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the change-over work can be planned 
for the relatively “slack” part of the 
year. To give you an idea of compara- 
tive times under the two systems, one 
particular case I can quote is as follows: 

Manual system, 64 hours. 

First year on machine, 55 hours (including 

change-over). 

Second year on machine, 34 hours. 
It should be recognised, however, that 
under the manual system the 64 hours 
were nearly all male intermediate or 
senior time, whereas the latter job times 
represented mainly female junior or inter- 
mediate operator time. In the second 
year of mechanisation the time is, on 
average, halved by comparison with the 
manual system — some jobs better than 
half, some not quite as good. 


I am sincerely convinced that almost 
every public accounting practice, large 
and small, can benefit from mechanisa- 
tion properly designed to meet individual 
requirements. An excellent article written 
by a New Zealand public accountant, 
who has actually realised these benefits 
in his own practice, appeared in the 
May 1957 issue of “The Chartered Ac- 
countant in Australia”—this was entitled 
“Mechanisation in the Office of the 
Public Accountant” by Mr. R. A. Whit- 
more, A.P.A.N.Z. 


If you make the change to mechanisa- 
tion you will find it will revolutionise 
your office routine for the better — your 
staff will be using terms such as Sensi- 
matic programme unit, crossfooter, 
register, pick-up, zero proof, automatic 
balance etc. and, because of what these 
stand for, your office will be a more 
interesting place to work. Much of the 
drudgery of manual bookkeeping is 
eliminated by the new streamlined pro- 
cedures. You as principle will have:— 

more up-to-date information of your client's 

affairs; 

less routine work by yourself (and senior 

staff) ; 

more time to prepare informative financial 

statements and more time to devote to 
advisory work (and leisure) ; 

capacity to cope faster with year-end peak 

work-loads; 

capacity to handle more clients with the 

existing staff; 
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ence of 


and your staff. 


records, 


an increased net financial return from the 
practice through increasing the “produc- 
tivity” of the hours worked by yourself 


To the above direct advantages you 
can add the general benefits of account- 
ing mechanisation, neatness and conveni- 


legibility, accuracy 


data. 


(including easier balancing), automatic 
operations, simultaneous preparation of 
related records with one handling of the 


No practitioner can afford not to be 
up-to-date with the latest methods which 
other progressive firms are using to im- 
prove the efficiency of their services. 


STANDARD CODE OF ACCOUNTS 


TRADING 


010 
020 
030 
040 


090 


041 
042 


055 


071 
072 
073 
074 
075 
076 


081 
082 
083 


Sales 

Stock on hand 

Purchases 

Landing charges, duty 
Inwards freight 

Sales tax 

Manufacturing wages 
Payments to sub-contractors 
Expendable stores—manfrs. 
Farm expenses 

Manures, seeds & sprays 
Stock food 

Coal and fuel oil 
Sundry farm materials 
Contract cultivation 
Sacks, bags, woolpacks 
Live Stock on hand 
Sheep 

Cattle 

Pigs 

Trading account 


EXPENSES 


100 
110 
120 
130 
140 


105 


Accountancy & secretarial 
fees 

Audit fees 

Advertising 

Bad debts 

Collection costs 

Bank charges 

Exchange 

Depreciation 

Alterations 

Buildings 

Furniture and fittings 

Improvements 

Tools 

Vehicles 

Plant & equipment 

Directors fees 

Discount given 

Donations 

Freight outward 

Insurance—Life, fire, 
accident 

Interest 

Bank 

Mortgage 

Legal expenses — deductible 

Legal expenses—non- 
deductible 

Licences and fees 





230 
240 


361 


362 
363 
364 
365 


371 
372 


370 


380 


INCOME 

400 
410 
420 
430 
440 
450 
460 
470 
490 


PROFIT 
500 
502 
503 
504 


Machinery hire 

Motor expenses 

Insurance 

License and fees 

Petrol & oil 

Repairs 

Tyres & tubes 

Car expenses 

Truck expenses 

Tractor expenses 

Postage & telephones 

Power 

Printing and stationery 

Rates & land tax 

Rent 

Repairs & maintenance 

Buildings 

Furniture and fittings 

Tools 

Plant & equipment 

Salaries 

Shop expenses 

Storage & handling 

Surgery expenses 

Travelling expenses 

Wages 

Allowances—exempt 
tax 

Bonus 

Board & lodging 

Commission 

Superannuation 

Workshop expenses 

Expendable stores 

Welding supplies 

General expenses 


Bonus 

Commission 
Discount 

Dividends 

Fees 

Rent 

Wages 

Interest received 
Profit & loss account 


Provisions 
Income tax 
Discount 
Bad debts 





510 
520 


Drawings 
Profit & loss 
appropriation 
Capital accounts 
Partner A 
Partner B 


CURRENT ASSETS 

600 Cash 

Petty cash imprest 

Bank 

Current account 

Stock & station 
agency 

Partners 

630 Sundry debtors 

640 Work in progress 

650 Prepaid charges 


FIXED ASSETS 

710 Alterations 

720 Buildings 

730 Deposits 

740 Furniture and fitting 
750 Improvements 

760 Land 

770 Tools 

780 Vehicles 

790 Plant & equipment 


OTHER ASSETS 

800 Advances 

810 Investments 
820 Shares in subsidians 
830 Goodwill 


LIABILITIES 
900 Trade creditors 
Accrued liabilities 
Commission 
Directors’ fees 
Dividends 
Salaries & wages 
Mortgages 
Debentures 

Loans & HP. 
Capital 
Authorised ordinary 
Authorised preferent 
Unallotted ordinary 
Unallotted preferent 
Class ordinary 
Class preference 
Suspense account 


590 
591 
592 


605 
610 
620 


910 
911 
912 
913 
914 


991 

992 

993 

994 

995 

996 
999 
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ACCOUNTING FOR INFLATION 


Measurement of Current Income 


By W. E. NICHOLS, 


Lecturer in Accounting, The University of Tasmania. 


ANY authors have argued that the 
problem of accounting for depreci- 
able assets during a period of inflation 
can be overcome simply by revaluing 
non-current assets in terms of end-of- 
period replacement prices and then com- 
puting depreciation for the period on the 
basis of the end-of-period values so de- 
rived. The main purpose of this article 
is to show that, if this procedure is used 
together with the generally recognised 
method of assessing stock appreciation, 
the result will be an ambiguous calcula- 
tion of current income because the two 
procedures are conceptually incompat- 
ible. 


The method of accounting described 
by Messrs. Shaw, Sterns and Forell in 
the July, 1960, and January, 1961, issues 
of this journal’ requires the use of the 
procedure outlined above. 


Under their system of accounting, non- 
current assets are revalued on the basis 
of end-of-period replacement prices; the 
difference between original cost and end- 
of-period replacement cost being credited 
to a “price compensation” account. De- 
preciation in terms of historical cost is 
recorded in the conventional manner. 
However, the difference between histori- 
cal cost depreciation and depreciation in 
terms of end-of-period prices is recorded 
by means of an appropriation to a “pro- 
vision for depreciation” account. Thus, 
in effect, depreciation is recorded in 
terms of end-of-period replacement 
prices. In the same accounting system 
stock appreciation is calculated as the 





1. See Shaw, H., Sterns, G. and Forell, S. R., 
“Inflation and Accounting Practice”, The 
Australian Accountant, July, 1960, p. 315- 
320, and January, 1961, p. 50-52. 
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difference between opening stock valued 
in terms of historical cost prices and 
opening stock valued in terms of end-of- 
period prices. The arguments advanced 
by the authors in support of this method 
of accounting provide a convenient basis 
for further discussion of the problem of 
measuring income in terms of current 
prices. 


In attempting to justify the measure- 
ment of current income derived from 
their procedures, Messrs. Shaw, Sterns 
and Forell stated on page 51 of the Janu- 
ary issue that because the income state- 
ment is prepared at the end of the 
accounting period, they have aimed at 
expressing current income in terms of 
money values as at the end of the account- 
ing period. In support of this they claimed 
that, because they valued opening and 
closing stocks as well as depreciation in 
terms of end-of-period values, their 
method is “perfectly consistent” with 
their aim of measuring current income in 
terms of end-of-period values. At first 
sight this argument may seem plausible, 
but it is based on false premises. 


In the first place, while it is true that 
for financial accounting purposes the in- 
come statement is prepared at he end 
of the accounting period, the important 
point is that it relates to a period of time 
and provides a measurement of income 
derived during that period of time. On 
these grounds it can be argued with equal 
force that the aim should be to measure 
current income in terms of prices pre- 
vailing during the accounting period and 
this implies measurement in terms of 
average prices rather than end-of-period 
prices. 


Secondly, and of greater importance, 
valuation of opening stocks in terms of 
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end-of-year values does not provide a 
measurement of stock usage that is com- 
patible with their assessment of deprecia- 
tion in terms of end-of-year prices if the 
purpose of the calculation is to measure 
income in terms of reasonably homogene- 
ous prices. As explained briefly in an 
earlier article? the stock appreciation ad- 
justment (when calculated as the differ- 
ence between opening stock valued con- 
ventionally in terms of historical cost 
prices and the same stock valued in terms 
of end-of-period stock valuation prices) 
gives much the same result as would be 
obtained by computing cost of goods sold 
in terms of average prices of the period. 
Since Messrs. Shaw, Sterns and Forell 
seem to have missed this basic point, 
some further consideration of the effects 
of the stock appreciation adjustment is 
required. 


By way of illustration, let us consider 
a firm which maintains a stock of 30 units 
at the end of each month, first selling and 
then buying ten units during each month. 
Let us assume that, at the beginning of 
an accounting period, all the stock of 30 
units had been purchased at £100 per 
unit, but that during the year the pur- 
chase price per unit rose by £5 per unit 
in each successive month. We can as- 
sume, also, that the selling price in each 
month is determined by adding a stan- 
dard mark-up of 20 per cent to the pur- 
chase price paid in the previous month’. 
These assumptions satisfy the conditions 
described by Shaw, Sterns and Forell as 
a basis for their argument in the January 
issue because, physically, purchases and 
sales are equal and inflation has affected 
both purchase prices and selling prices. 
Ignoring other costs, purchases and sales 





Nichols, W. E., “Inflation and Financial 
Accounting Practice”, The Australian 
Accountant, October, 1960, p. 508-514. 


This example is an adaption of a detailed 
illustration of the stock appreciation adjust- 
ment by H. B. Rose in his text, The Eco- 
nomic Background to Investment (Cam- 
bridge University Press) 1960, Chap. 18. 
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for the year and opening and closing 
inventories can be listed as follows:— 


Purchases and Sales 


Purchases Sales 
Ten Units Ten Units 
at at 


Jan. £105 £1,050 £120 £1,200 
Feb. 110 1,100 126 1,260 
Mar. 115 1,150 132 1,320 
Apr. 120 1,200 138 1,380 
May 125 1,250 144 1,440 
Jun. 130 1,300 150 1,500 
Jul. 135 1,350 156 1,560 
Aug. 140 1,400 162 1,620 
Sep. 145 1,450 168 1,680 
Oct. 150 1,500 174 1,740 
Nov. 155 1,550 180 1,800 
Dec. 160 1,600 186 1,860 


Total Sales 
£15,900 (120) units) £18,360 


Total Purchases 
(120 units) 


Average purchase 

price for period: 

£15,900/120 = 
£132.5 per unit 


Average selling price 

for period: 

£18,360/120 = 
£153 per unit 


Inventories 


Book value of opening stock, Jan 1: 
30 units at £100 : 
Book value of closing stock, Dec. 31 
(assuming FIFO method): 
10 units at £150 
10 units at £155 
10 units at £160 


£3,000 


£1,500 

1,550 

1,600 
£4,650 


Stock appreciation: £4,650 — 3,000 = £1,650. 


Since in this illustration opening stocks 
and closing stocks are identical as physi- 
cal units, gross current income for the 
period is simply the difference between 


total sales and total purchases, i-¢. 
£2,460, and gross profit, determined by 
conventional accounting methods, is 
£4,110, as shown below. The difference 
between these last two figures, £1,650, 
is the amount of the required stock ap- 
preciation adjustment and is equal to the 
difference between opening stock valued 
in terms of historical cost and opening 
stock valued on the same basis as closing 
stock. The calculation of current income 
for the period by means of a retrospective 
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adjustment which eliminates stock appre- 
ciation is as follows: 


Sales £18,360 
Less Historical cost of goods sold: 
Opening stock, at book 
value £3,000 
Purchases 15,900 


18,900 
Less Closing stock, at 


book value 4,650 


14,250 


Conventional gross profit 4,110 


Less stock appreciation adjustment 


(4,650 — 3,000) 1,650 


Gross current income £2,460 


To show that the current income figure 
derived from this procedure represents a 
measurement in terms of average prices 
of the period, the calculation can be per- 
formed directly in terms of average 
prices, e.g.: 
£153.0 

132.5 


Average selling price per unit 
Less average purchase price per unit 
Income per unit, in terms of average 


prices £20.5 


Gross income derived from sales of 
120 units, in terms of average 


prices = 20.5 X 120 = £2,460 


In passing, it may be noted that the 
stock appreciation adjustment required 
in this example is not based on the end- 
of-year replacement value of the inventory 
(which for practical purposes could be 
taken as £4,800; i.e. 30 units at the De- 
extent, it remains similar to and suffers 
cember price of £160 per unit) but is 
calculated by reference to the book 
value of the closing inventory. In the 
example, with sales and purchases equal 
in volume, a constant rate of stock turn- 
over and with cost price rising by a con- 
stant amount per month, the stock appre- 
ciation adjustment per unit of inventory 
is equal to the difference between the 
opening cost price of £100 per unit and 
the average historical cost of the closing 
inventory, which is £155. Hence, the 
stock appreciation adjustment per unit 
of inventory is £55 and the total stock 
appreciation adjustment is £1,650, i.e. 
30 stock units at £55 per unit. At first 
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sight it may appear that the stock appre- 
ciation adjustment should be calculated 
by reference io the end-of-year replace- 
ment price of £160 per unit, and so re- 
flect the “true” stock appreciation for 
the period of £60 per unit, but that 
would result in an under-statement of 
current income. As emphasized in an- 
other article* the concept of income that 
is relevant for financial accounting pur- 
poses is a concept of realised income. 
Since closing stock is eliminated in the 
calculation of cost of goods sold and 
because the conventional gross profit 
figure relates only to goods that have been 
sold, it is necessary to eliminate only that 
part of the stock appreciation that has 
been realised in the form of sales revenue. 


This interpretation of the stock 
appreciation adjustment as a measure of 
realised price appreciation is of some 
consequence because, in discussing the 
practical problems involved in finding the 
value of opening stock in terms of end- 
of-period prices, Professor R. J. Cham- 
bers in his book, Accounting and Action’, 
remarked that, if the required end-of- 
period valuation could not be readily 
obtained because some stock lines were 
no longer made or sold, an approximation 
of the stock appreciation adjustment 
could be computed by using an index of 
the general movement of prices. From 
the foregoing discussion it will be appar- 
ent that if the estimate of realized stock 
appreciation for the period is calculated 
by reference to a general price index, the 
resulting current income calculation will 
be satisfactory only if the change in the 
general price index happens to coincide 
with the change during the period in 
the historical cost prices used by the firm 
for opening and closing inventory valua- 
tion purposes. 


In any event, it should be remembered 
that the method of computing stock 
appreciation by finding the difference be- 
tween the book value of opening stock 





4. “Accounting for Inflation — Accounting 
Methods, Terminology and Disclosure”, The 
Australian Accountant, March, 1961. 


5. Law Book Company of Australasia, 1957, 
p. 149. 
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and the value of the same stock in terms 
of end-of-period book values gives a 
reliable stock appreciation adjustment 
only if the physical volume of inventory 
is constant throughout the year. This 
simple and convenient method of com- 
puting the adjustment, which appears to 
be accepted without question by many 
writers, will understate the required 
stock appreciation adjustment (and over- 
state current income) if physical quanti- 
ties of stock have been increased during 
the period; and will have the reverse 
effect if they have been reduced. A 
reasonably valid measurement of the 
stock appreciation adjustment where phy- 
sical quantities of stock fluctuate to any 
market extent requires the use of much 
more sophisticated methods.® 


Returning to the argument put forward 
by Shaw, Sterns and Forell, the foregoing 
numerical example clearly shows that 
the stock appreciation adjustment gives 
the same result as would be obtained by 
computing cost of goods sold in terms of 
average replacement prices. For consist- 
ency in the measurement of current in- 
come, the assessment of current-cost de- 
preciation (and, hence, the depreciation 
adjustment) should also be based on aver- 
age replacement prices. However, pro- 
vided the Shaw-Sterns-Forell calculation 
of current income is interpreted as a 
measurement in terms of average prices 
of the period, it may well be that the 
inconsistency in their method will be 
relatively unimportant in practice be- 
cause, in general, the depreciation ad- 
justment is of minor importance relative 
to the stock adjustment.? But this will 
not apply in all cases and with increasing 
automation in industry the depreciation 
adjustment may have greater significance 
in the future. 





. cf. Mathews, R. L. and Grant, J. 
Inflation and Company Finance, 
Book Company) 1958, Chap. V. 


. cf. Mathews and Grant, op. cit., Chap. 
VII. In some industrial groups the depreci- 
ation adjustment is more important than 
stock appreciation. 


McB., 
(Law 
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Even so, consideration of the size and 
relative importance of the depreciation 
adjustment does not assist Shaw, Sterns 
and Forell in their argument, for their 
aim is to measure current income jp 
terms of end-of-year prices. To achieve 
this objective it will be necessary for 
them to develop a much more elaborate 
system of accounting for he effects of 
inflation. Assessment via the revenue 
statement of income in terms of end-of- 
year prices would require measurement 
of all revenue and all expenses of the 
period in terms of end-of-year prices. 
This would introduce a complex prob- 
lem in index-number correction because 
it is clear that a single index of the move- 
ment of prices in general would not be 
suitable for this purpose. Moreover, it 
would introduce a concept of income the 
validity of which would be open to seri- 
ous question because revenue derived 
from sales made during the year would 
not have been realised in terms of end- 
of-year prices but in terms of prices pre- 
vailing at the time the sales were made. 


Towards the end of their explanation 
in the January issue, the authors con- 
ceded that their method “does not com- 
pletely satisfy a rigorous analytical test 
of consistency, especially in a period of 
severe price changes” and they suggested 
that the practical way to improve the re- 
sults in these circumstances is to shorten 
the accounting period. Adjustment of 
the accounting records at more frequent 
intervals is the obvious course of action 
during a period of rapid inflation, but it 
is worth noting that if their method is 
applied, say, on a monthly basis and then 
the sum of the monthly current income 
figures is used for annual reporting pur- 
poses, the resulting current income figure 
for the year will be equivalent to a 
measurement in terms of average prices 
prevailing during the year and will not 
be the measurement in terms of end-of- 
year prices that they seek. Furthermore, 
in these circumstances the sum of the 
monthly depreciation provisions and ad- 
justments will not coincide with the 
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measurement of depreciation in terms of 
end-of-year prices that is an essential 
requirement of their method of recording 
current values of depreciable assets for 
end-of-year balance sheet purposes. 


This brings us back to the “interesting 

blem” to which reference was made 
in the October, 1960, issue of the jour- 
nal.2 If, on the one hand, the deprecia- 
tion adjustment is based on end-of-year 
prices, as in the Shaw-Sterns-Forell 
method (and in the method suggested by 
Professor Chambers in his book), there 
js some inconsistency in the calculation of 
current income because, as explained 
above, their method of computing current 
cost of goods sold reflects average prices 
of the period and not end-of-year prices. 
The current income figure derived from 
any accounting system in which deprecia- 
tion is measured in terms of end-of-year 
replacement prices while the current cost 
of stock usage is assessed in terms of 
average prices (which will be approxi- 
mately mid-year prices) must inevitably 
be a heterogeneous mixture which would 
be difficult to interpret, because, to some 
ment prices of the period so that an un- 
from the same basic deficiency as the 
conventional measurement of accounting 
profit in times of inflation. 


If, on the other hand, the depreciation 
adjustment is based on average replace- 
ment prices of the period so that an un- 
ambiguous measurement of current in- 
come is obtained in terms of average 
replacement prices of the period, the 
conventional link between depreciation 
expense and asset valuation must be 
broken because it becomes necessary to 
measure depreciation in terms of average 
prices of the period for income determina- 
tion purposes and to use end-of-year 
prices for current-value balance sheet 
purposes. The difficulty here is that the 
calculation of the current-value of de- 
preciable assets by reefrence to end-of- 





8. See “Inflation and Financial Accounting 
Practice”, op. cit. 
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year prices implies recognition of depre- 
ciation in terms of end-of-year prices for 
balance sheet purposes. 


Thus, the problem of devising a reason- 
ably satisfactory system of accounting, 
which would record both current income 
and the current value of depreciable 
assets, involves the choice of a conveni- 
ent method preserving the conventional 
double-entry link between depreciation 
and asset valuation (but which results in 
an ambiguous calculation of current in- 
come) or an alternative procedure, which 
destroys that link, but provides a satis- 
factory measurement of current income 
in terms of average prices of the period. 
As shown in the comparison of methods 
published in the March, 1961, issue of 
The Australian Accountant, Professor 
Chambers and Messrs. Shaw, Sterns and 
Forell have chosen the former method 
whereas the author prefers the latter. 
Satisfactory measurement of current in- 
come is much more important than con- 
ventional links between depreciation ex- 
pense and asset valuation. 


“Proceedings” of A.P.A.C. Convention 
Now Available 


For those members who were unable to 
attend the recent Asian and Pacific Accounting 
Convention, the Proceedings provides an 
authoritative and complete record of the Con- 
vention activities. 


This 393 page volume contains the 26 tech- 
nical papers specially written for the Conven- 
tion and records the discussions of the topics 
comprised in these papers. Because of this the 
Proceedings can be regarded as a most useful 
source of reference. 


Copies of the Proceedings are available at 
40/- per copy (post free). Applications for 
copies should be made to the General Registrar, 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. Remittances should be made 
payable to the Asian and Pacific Accounting 
Convention. 
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VALUATION OF AN ACCOUNTING PRACTICE 


QWHEN a public accountant has occasion 

to buy or sell an accounting practice, 
he seems to be less well informed about the 
ruling market price or common methods of 
valuation, if any exists, than he might be. 
This is understandable in view of the con- 
fidential nature of such transactions and the 
lack of information on the subject in pub- 
lished form. 

The Canadian Institute of Chartered Ac- 
countants has produced a pamphlet titled 
“The Valuation of Private Business and Pro- 
fessional Practice” (obtainable in the Central 
library of the Society) containing an article 
“Valuation of an Accounting Practice”, by 
Clem L. King, F.C.A., which will be of 
interest to Australian public accountants. 

The article is short but, with so little 
published up-to-date information available, 
the author’s comments are most valuable. 
Four methods are given for the valuation of 
goodwill which is taken to be the “right of 
access” to the clientele of the practice under 
valuation. No comment is made as to the 
value of the furniture and equipment, leases, 
leasehold improvements and accounts re- 
ceivable, these being presumed to be easily 
valued under conventional methods. 

The first method of valuation described is 
a percentage of the net profits. It is suggested 
that this method is appropriate where there 
is the element of continuity of the practice 
such as on the occasion of the retirement or 
admission of a partner of a continuing prac- 
tice or in the case of a merger of practices. 
The importance of agreeing on a definition of 
net profit, which should make allowance for 
a “basic salary” of the practitioner, is rightly 
stressed. It is stated that under this method, 


the period or multiplying factor for the valua- 
tion of goodwill can be as short as one year 
or as long as ten years. Goodwill valuations 
in Canada presumably usually fall betweep 
one and three times average annual net profits, 


The second method of valuation is stated 
as a computation of a percentage of gross 
fees and this seems to be the usual method 
for outright sale or purchase of a practice jn 
Canada and U.S.A. as it is in Australia 
Advice is given as to averaging the yearly 
gross fees, taking account of clients no longer 
with the firm, profitability of the work and 
analyzing fees as to amount, rate and nature 
if other than regular engagements. The author 
states that amounts reputed to have been paid 
in Canada have ranged from under 75% of 
one year’s gross fees to 125% of one year’s 
gross fees paid in one amount or in a few 
cases over a period of years. In the United 
States, prices paid are reputed to have ranged 
from 45% to 200% of one year’s gross fees, 

The third method of valuation is described 
as a percentage of the gross fees expected to 
be earned by the purchaser over an agreed 
upon period of years in serving clients to be 
retained, with the amount to be paid in 
annual instalments. This is commended as 
being fair to both purchaser and seller. 

The last method is described as a variation 
of one of the foregoing basis but adjusted to 
allow the seller some future participation in 
profits. This is done by retaining the services 
of the retiring partner in consulting capacity. 

In view of the sparse literature on this 
subject, the article may be of interest to all 
practitioners and particularly those suddenly 
faced with a decision as to whether to buy or 
to sell. 





EXPORT PAYMENTS INSURANCE CORPORATION 


Export Payments Insurance Corporation 
Commissioner Mr. G. A. Hawley, who re- 
turned recently from the 18th annual meeting 
of World Credit Insurers (the Berne Union) 
held in Vienna reports that twenty countries 
were represented at the talks, and for the first 
time, a Japanese representative attended as an 
observer. Mr. Hawley said that in view of 
its geographical isolation Australia is not as 
favourably placed as most countries to ob- 
serve day-to-day changes in the pattern of 
international trade. The exchange of informa- 
tion between the leading exporting nations 
who are members of the Berne Union provides 
a welcome opportunity for the Corporation 
to become better and more regularly informed 
on these matters. Many variations had oc- 
curred in the terms of trade for some goods 
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since the Union’s last meeting six months 
ago. If Australian exporters are to maintain 
their competitive position in this connection 
they must conform he said, with payment 
terms set by their overseas counterparts. _ 

An important feature of the meeting’s dis- 
cussions was the consideration given to the 
measures devised by several governments for 
facilitating guarantees, in exceptional cases, 
for export on terms exceeding five years. The 
meeting recognised that these various gover- 
mental measures would assist particularly the 
economic growth and stability of newly de- 
veloping countries. It reaffirmed that Berne 
Union members would continue to co-operate 
in restricting any general lengthening of terms 
of credit beyond five years in their field of 
operation. 
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THE A.B. DICK MODEL 103 PHOTOCOPIER 


makes legally acceptable DRY, mailable QUALITY photo-copies in seconds! 
EVERYTHING — not just some things — but EVERYTHING, even faint rubber 
stamp impressions are copied permanently in deep black on fine quality white 
AGFA COPYRAPID PAPER. Copies are made instantly (no aggravating warm-up 
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Accounting For Inflation — A Reply 


method of accounting for inflation 

was suggested by us in the July, 
1960 issue of this journal. It was fol- 
lowed by comments and some criticisms 
from Mr. W. E. Nichols in the October, 
1960 issue to which we replied in 
January, 1961. Our comments on a fur- 
ther article by Mr. Nichols, which ap- 
peared in March, 1961 of the journal 
follow. 


1. Accounting Profit and Current 
Income 


We are agreed on the need to retain 
the determination of the conventional 
profit as part of the accounting procedure, 
mainly because of existing taxation laws 
and other legal pronouncements. But in 
times of inflation the accounting profit 
can be quite meaningless if the amounts 
of depreciation and stocks on hand are 
considerable in relation to profit. 


To arrive at a measure of income ex- 
pressed in up-to-date currency values 
(.e., current income) it is necessary to 
proceed further than the conventional 
accounting profit. In our opinion the 
determination of current income is part 
of the process of matching costs with 
revenue (in real terms). Accounting profit 
represents only an intermediate stage in 
this process; a stage at which the revenue 
has been taken into account fully but the 
costs have not. Accordingly, we proceed 
beyond the accounting profit stage by 
matching the remaining costs (in real 
terms) against revenue. 


2. Accounting Method 


_ In our article in the January, 1961 
issue we included in a few lines a sum- 
mary of the method explained in July, 
1960. In the March, 1961 issue Mr. 
Nichols refers to that paragraph as being 
“meomplete and misleading” (p. 155). 
Certainly, as a summary it was incom- 


Naat, September, 1961. 


By H. SHAW, A.A\S.A., F.C.A.A., 
G. STERNS, B.Com., A.A.S.A., and 
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plete. But his representation of our 
method, while arithmetically correct, is 
nevertheless subject to a misinterpreta- 
tion, particularly when he states (pp. 
155-6) that the price compensation ac- 
count records the cumulative effects of 
stock appreciation adjustment, increases 
in the estimated replacement cost of de- 
preciable assets and retrospective depre- 
ciation adjustments. Reference to the 
journal entries shown on p. 319 of our 
original article in the July, 1960 issue 
and the further discussion in January 
1961 should make the situation clear. 


The first of these entires debits appro- 
priation account with costs (at current 
values) in respect of opening stocks. These 
are real costs which have not previously 
been taken into account. The corres- 
ponding credit goes to “price compensa- 
tion a/c—stock”. After this entry has 
been made the “price compensataion a/c 
—stock” contains transfers from the ap- 
propriation account only and the prob- 
lem of admixture of “capital” items in 
this account does not arise. 


The second and third entries on p. 319 
relate to the current cost and remaining 
useful life of equipment. Before these 
entries are made at the end of year 2 the 
cost of existing equipment (as in new 
condition) is recorded in the accounts at 
£1,120 (£1,000 original plus £120 cur- 
rent value adjustment at the end of year 
1). But it is known that the current cost 
at the end of year 2 is £1,350. Therefore 
the second entry on p. 319 debits “equip- 
ment — current value adjustment” a/c 
with £230 (£1,350 less £1,120). The 
balance in this account now shows the 
amount by which the current cost of the 
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machine exceeds its original cost. The 
credit goes to “price compensation ac- 
count — equipment”, which records the 
increase in proprietorship resulting from 
the increase in the current value of the 
asset. This entry has brought into the 
accounts the current value of the machine 
as in new condition. A “provision for 
depreciation — current value adjustment” 
account then shows the extent to which 
the asset has been used up. This is 
analogous to the conventional fixed asset 
account and its corresponding provision 
for depreciation account. 


The third entry on p. 319 reserves part 
of the preceding credit to “Price Com- 
pensation” a/c (proprietorship) in re- 
spect of that part of the asset which has 
been used up in prior accounting periods. 
This is achieved by debiting “price com- 
pensation” account and crediting “pro- 
vision for depreciation — current value 
adjustment” a/c. As was indicated on 
p. 319 the two entries could conveniently 
be combined, the resulting entry then 


appearing as follows: 


Equipment — Current 
value adjustment 


To Provision for depre- 
ciation — _ current 
value adjustment 

To Price compensation 
a/c — equipment Cr. £115 

Narration: Bringing net current value into 
books. 

Mr. Nichols’ interpretation of our 
method as presented on pp. 157-8, par- 
ticularly the footnote on p. 157 is in- 
correct. The second and third entries on 
p. 319 are to be read and considered 
together. The third entry is complemen- 
tary to the second and follows directly 
from it. Combining the two entries may 
avoid the awkward and artificial interpre- 
tation that Mr. Nichols has arrived at in 
his footnote on p. 157. Similarly in his 
Exhibit 2 on p. 158, where he presents 
the journal entries, we consider that to 
avoid a misleading impression entry (v) 
should not have been called “Retrospec- 
tive depreciation adjustment” but “Ad- 
justment for expired life of equipment” 
or “Adjustment to net current value”. 


Dr. £230 


Cr. £115 
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The credit to “Provision for deprecia- 
tion — current value adjustment” a/c js 
required in order to bring the net current 
value of the asset into the books. It js 
not made because “. . . previous depre- 
ciation adjustments have been insufficient 
due to further rises in price levels . . .” 
(Mr. Nichols, p. 156). 


It will be noted that the above com- 
bined entry (or the original two entries 
separately) does not involve “transfers” 
of the conventional accounting profit. 
This means that, in terms of Mr. Nichols’ 
objections, the credit to “price compen- 
sation a/c —- equipment” does not in- 
clude any “revenue” items. We therefore 
consider that he is mistaken in maintain- 
ing that the “price compensation a/c — 
equipment remains a hybrid” (p. 160), 
i.e., containing both “revenue” and 
“capital” items. Current income adjust- 
ments (as recorded in the “price com- 
pensation a/c — stock”) and current 
value adjustments (as recorded in the 
“price compensation a/c — equipment”) 
would not, even after several years, “be- 
come inextricably mixed”, as Mr. Nichols 
appears to think (p. 155). 


The net result of our entries is, firstly, 
that the appropriation account is debited 
with the two items required to obtain 
current income and, secondly, that at any 
time the accounts show (a) the original 
full cost of equipment, (b) accumulated 
provision for depreciation in terms of 
original cost, (c) current value adjust- 
ment for the full cost of equipment in 
current values, and (d) accumulated pro- 
vision for depreciation in current values. 
On the other hand the accounts resulting 
from Mr. Nichols’ entries would not dis- 
close the full current value of the asset. 
This we regard as a shortcoming . 


3. Consistency of Measurement 


The allocation or distribution of cut- 
rent income can only take place after 
the current income has been ascertained 
at the end of the accounting period. Any 
thinking or action of management regard- 
ing current income will then naturally be 
in terms of end of period values. This 
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requires that current income be presented 
in end of period (and not “average”) 
money values. This can be achieved by 
expressing in end of period values all 
items: that enter in the calculation of 
current income. 


Let us then examine the components 
of current income under our proposed 
method. We have ensured that depre- 
ciation and opening and closing stocks 
bear end of period values. This leaves 
purchases and sales of the period to be 
considered. The difference between these 
two items is reflected in a net change in 
cash, debtors and creditors. At the end 
of the year, when current income is com- 
puted, the cash will naturally have the 
purchasing power as at that time. 
Similarly, the book debts (both debtors 
and creditors) must be valued at end of 
period values because at that time they 
can only be settled in end of period values. 
This valuation will be achieved if the 
period’s sales and purchases are entered 
at their historical values. We consider 
that this method arrives at current income 
calculated consistently in end of period 
values. This enables the accounting re- 
ports to be considered on a uniform and 
consistent basis, i.e., end of period values. 
These are the only values of interest at 
the time when the reports are prepared. 


It is possible, in fact quite likely, that 
book debts will be converted into cash, 
and cash into some real asset during the 
period. In that case, if inflation con- 
tinues, the money value of the asset will 
have increased by the end of the period. 
However, this increase will be recorded 
by means of a current value adjustment 
and will not affect the calculation of 
currrent income. 


While criticising our method in Oc- 
tober, 1960, Mr. Nichols suggested a 
modification whereby the current valuc 
adjustment was recorded only for the 
unexpired portion of plant, but the 
amount of the additional depreciation 
charge did not differ from that shown in 
our Original article. In the March, 1961, 
issue he refers to this proposal and states 
that his Exhibit 2 includes an illustration 
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of “the method suggested in my earlier 
article” (p. 160). However, this is not 
the case. In October, 1960, Mr. Nichols 
based the additional depreciation charge 
on end of period value of plant, but in 
March, 1961, he bases it on average 
(between beginning and end of period) 
current value of plant. Presumably Ex- 
hibit 2 represents Mr. Nichols’ latest view 
in this matter. If this is so, we find 
ourselves in disagreement with him. The 
additional depreciation charge calculated 
in this manner is inconsistent with the 
valuation of other items in the calcula- 
tion of current income. The latter are 
in terms of end of period values as was 
pointed out above. His “current income” 
is a mixture of sums at different money 
values, and is somewhat higher than 
current income, expressed in end of 
period values, should be. 


In the final paragraph of his March, 
1961, article, Mr. Nichols makes the 
rather presumptuous assertion that of the 
four methods he mentions his is the only 
one that provides a basis for 
recording both current income and the 
current value of funds employed .. .” 
(p. 162). We can see at least one reason 
why this is not so, namely the inadequacy 
of the additional depreciation charge 
mentioned above. This results in an in- 
consistent computation and overstate- 
ment of current income. 


4. Terminology 


From the legal point of view the con- 
ventional accounting profit is undoubtedly 
a significant measure. But it is also clear 
that present legal concepts are of no help 
in the solution of problems of inflation 
and capital erosion. The ascertaining of 
current income is not contrary to any 
legal requirements, but nevertheless it 
goes beyond the existing accounting and 
legal concepts and terminology. 


Current income is a new concept in 
accounting practice and it is not sur- 
prising that, as such, it requires new 
terminology. The main requirement of 
such terminology is that it should de- 
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scribe reasonably accurately what is be- 
ing done. In our view, the adherence to 
presently used terminology does not, in 
itself, seem to have any particular virtue; 
especially if it can lead to misunder- 
standings, as has been demonstrated in 
the pages of this very journal. As in- 
dicated in our earlier articles, we regard 
our suggested account titles as tentative 
only, but we firmly believe that there is 
a need for new terminology. 


5. Conclusion 


It appears that the disagreement be- 
tween our proposed method and the 
modifications suggested by Mr. Nichols 
arises essentially from different attitudes 
towards convential theory and practice. 
Mr. Nichols apparently regards the gener- 
ally accepted practice, and the accounting 
profit resulting from it, as paramount. 


Accordingly, he maintains that all debits - 
to profit and loss appropriation account 


can only be regarded as allocations of 
accounting profit. 


On the other hand, we follow the 
conventional profit and loss account pro- 
cedure mainly because (a) it is required 
by law, and (b) the conventionel ac- 
counting profit is a convenient starting 
point from which to continue to match 
costs against revenue (in real terms). At 
this point we collect and charge against 
revenue, through the profit and loss ap- 
propriation account, real cost items which 
have not been included in the profit and 
loss account. We thus obtain current in- 
come. The fact that we have carried out 
this last stage of the matching process in 
an account called “Profit and loss appro- 
priation account” should not affect the 
argument. However, it would perhaps be 
preferable to use a special “Current in- 
come account” for this purpose and leave 
the appropriation account free for dealing 
with appropriations of current income 
after it has been ascertained. 





UNITED NATIONS TECHNICAL ASSISTANCE RECRUITMENT 
SERVICES 


At the request of the Government of the 
Union of Burma applications are sought by 
the Commonwealth Employment Service for 
positions in Rangoon, involving also travel to 
other cities in Burma. 


There are two vacancies, one for “Accoun- 
tant (Internal Auditing)” and one for “Ac- 
countant (Budgetary Control and Cost Ac- 
counting)”. Appointments will be for two 
years with the possibility of extension. 


The person appointed to the first of these 
positions will work in collaboration with the 
Directorate of Commercial Audit, a branch of 
the Auditor-General’s office. Duties include 
the review and assessment of internal audit 
requirements, to advise on grades and staff of 
establishments needed, assist in selection and 
recruitment, the compilation of audit pro- 
grammes and records, and to draw up a 
training programme, covering academic courses 
and practical application of work. For this 
position an accountant is required, preferably 
with academic or professional qualifications 
and wide practical experience and knowledge 
of modern public and commercial accounting 


516 


and auditing practices, and their use for 
effective control purposes. 

For the position of accountant (budgetary 
control and cost accounting) similar qualifica- 
tions are required, with particular emphasis 
on budgetary control and cost accounting. The 
person appointed will be required to advise 
and assist Government boards and corporations 
in establishing modern budgetary control and 
costing techniques, to assist in more effective 
managerial control. He will be expected to 
train management and accounting personnel in 
the use of these techniques, draw up a com- 
prehensive training programme and advise on 
installation of suitable accounting techniques, 
prepare suitable manuals of procedure and 
undertake costing investigations and other re- 
search into costs. 

For both appointments English is the essen- 
tial language. Appointments are to date from 
1 November in the latter case, and as soon 
as possible after 21 October in the former. 
The closing date for the receipt of applications 
at Higher Employment Office, Commonwealth 
Employment Service in nearest capital city 1s 
20 September, for each position. 
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COMPANY RESOLUTIONS 


The purpose of this book is to provide a 
collection of precedents which will facilitate 
the drafting of resolutions for passing at board 
and general meetings of companies. 

The contents include in Part I a valuable 
treatise on—Kinds of Resolutions, Conditions 
of Validity, Notice of Business, Voting, Minutes 
of Meeting, Legal & General Effects of Resolu- 
tions, Drafting of Resolutions; and in Part II 
there are some 250 specimen resolutions set 
out in easily identifiable numbered paragraphs 
covering a wide variety of subjects. 

This book will be found to be indispensable 
to everyone concerned with the drafting of 
company resolutions. By S. R. Brown. Price 
£2/5/- (£2/6/3 posted). 


THE VALUATION OF COMPANY 
SHARES & BUSINESSES 


Valuing is a practical matter where the ex- 
perience and judgment of the valuer must be 
his final guide. 

The object of this book is to examine the 
various theories which have been advanced 
regarding the valuation of shares in companies 
which are not quoted on a stock exchange, to 
trace the growth of legislation and legal de- 
cisions which have been given on the subject, 
and to endeavour to recognize any principles 
which may emerge. 

Any opinions expressed are given from the 
business or accounting viewpoint, and where 
legal decisions are discussed it is with the 
object of construing them in the light of re- 
cognized and practical accounting principles. 
3rd Edition. By A. V. Adamson. Price £2/5/- 
(£2/6/3 posted). 


FARM MANAGEMENT 
ACCOUNTING 


The purpose of this work is to show the 
primary producer what he should expect from 
his accounts. It is a blueprint for accountants, 
agricultural economists and extension workers 
who are actively engaged in planning or inter- 
preting accounts for the farmer and grazier. 

Literature on the subject in Australia has 
been very limited and this is the first serious 
attempt to produce a text book for students 
of accounting for the rural industry. By C. A. 
Mallyon. Price £3/3/- (£3/4/3 posted). 





SOME VALUABLE ADDITIONS TO YOUR LIBRARY 





THE LAW BOOK CO. OF AUSTRALIA PTY. LTD. 


456 Little Collins Street, 





CONCEPTS OF DEPRECIATION 


In this book the author examines some basic 
ideas relating to depreciation. He seeks to 
clarify the concepts involved and to clear up 
some misconceptions that appear to be widely 
held. Contents include:— Concepts of Depre- 
ciation, Depreciation in Published Company 
Reports, Depreciation and Capital Erosion, 
Some Doubts Concerning Depreciation in 
Government Accounting, Assumptions in Dis- 
cussions on Depreciation. By Professor L. 
Goldberg. Price £1/10/- (£1/11/- posted). 


SHARE REGISTER PRACTICE 


This book fills a long-felt need. It sets out in 
simple terms the many practical details which 
will be encountered in opening and maintain- 
ing a Company’s Share Register. 

It covers both manual and mechanical sys- 
tems. 

The Company’s obligations under Dividend 
(Withholding) Tax have been explained. 

The author is well qualified to write such a 
work. He has had wide experience in this 
branch of company administration and is an 
acknowledged expert in the procedure and 
practice concerned with the establishment and 
maintenance of share and debenture registers. 
By C. W. Kerry. Price £3/10/- (£3/12/0 
posted). 


AUSTRALIAN COMMERCIAL 
DICTIONARY 


Words are the common coin of the business 
world. Much can depend on the turn of a 
phrase, the choice of the right wording, which 
will stand up to examination in case of dispute. 

The ability to express himself clearly and 
precisely is one of the essential qualities of 
the successful business man. Here, then, will 
be found the meaning and importance of 
business words and phrases as well as the 
technical terms employed by accountants, 
economists, lawyers and others. For the stu- 
dent the book will prove a real boon. 3rd 
Edition, by R. K. Yorston, O.B.E., and As- 
sociate Editors: Professor L. Goldberg, D. M. 
Hocking and J. P. C. Watson. Price £1/7/6 
(£1/9/- posted). 





30 Adelaide Street, 


140 Phillip Street, 
SYDNEY MELBOURNE BRISBANE 
28-8041 67-7888 2-8882 
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The most valued partners in any business 


Bers 


MODELS FOR EVERY PURPOSE 





Boos seerinc 


QUALITY WITH ECONOMY 
SPEED WITH EASE OF OPERATION 


PRICE PERMITS ONE ON EVERY DESK 


Ring for free demonstration and trial 
of an Odhner Product. 


All Odhner Machnes are the projucts of 80 years of experience 
in the manufacture of office equipment, and are backed by 


. 
an after-sales service that is second-to-none and designed to give Commercial MAachinet 
you continuous trouble-free operation. 
pry tre 
SOLE AUSTRALIAN AGENTS 


MELBOURNE: 330 William Street, 34 4681. SYDNEY: 350 Kent Street, 296537. BRISBANE: 420 George Street, B 8758. 
ADELAIDE: Office Equippers Pty. Ltd., 144 North Terrace, LA 5041. PERTH: Edwards Business Machines Pty. Ltd., Trinity 
Arcade, 671 Hay Street, 232127. HOBART: Business Equipment Pty. Ltd., 180-186 Murray Street, Hobart, 3 3358. 
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STUDENTS’ SECTION 


Expense Allocation to Service Departments 
By R. W. SEDDON, A.A.\S.A., A.C.A.A. 


OTH accountants and students will be 

interested in Mr. W. L. Burke’s 
article entitled “Reciprocal Costs in In- 
terlocking Service Departments” pub- 
lished in The Australian Accountant, 
December 1960 (p. 643). 


Some comments follow concerning Mr. 
Burke’s article, but it is considered that 
students should be urged to understand 
that solving an allocation problem by 
using a simultaneous equation method is 
not always necessary, and indeed, is only 
a small but important facet of an in- 
teresting subject. The article was thought- 
provoking, and took the following ex- 
ample as an illustrative case: 


1. There are three departments, A, B 
and C, and three service departments, 
X, Y and Z (say, steam, power, 
pumping). 


. Primary expense allocation, which 
distributes actual costs — such as 
indirect labour, certain materials, in- 
surance, depreciation, etc. — to de- 
partments, reveals, in total: 

Dept. X 

Dept. Y 

Dept. Z 


3. Secondary Distribution: 
Dept. X: 10% to Dept. Y, 10% to Dept. Z; 
Dept. Y: 5% to Dept. X, 5% to Dept. Z; 
Dept. Z: 10% to Dept. X, 5% to Dept. Y. 


Of the remainder— 
Dept. X has 80%; it transfers 50% to A, 
25% to B, 25% to C. 
Dept. Y has 90%; it transfers 334% to A, 
334% to B, 334% to C. 
Dept. Z has 85%; it transfers 20% to A, 
50% to B, 30% to C. 


It should be observed that the allocation 
from Dept. X to Dept. A is 50% of 80% 
= 40%; to Dept. B, 25% of 80% = 20%; 
to Dept. C, 25% of 80% = 20%. These 
Percentages appear in Mr. Burke’s allocation 


£1,340 
£1,555 
£1,450 
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table. (See Table III, p. 644 “A.A.”, Dec- 
ember, 1960). 


4. Mr. Burke shows that Dept. X re- 
ceives the primary allocation of 
£1,340, plus 5% from Dept. Y and 
10% from Dept. Z. This is stated 
as: 

Y Z 

CU A ae tan 

20 10 

X Z 


10 | 20 

X Y 
Z= £1450 + — + — 
10 20 


x = 


Y = £1555 + 


The answer was given but not the 


working. 


Perhaps many would be interested in 
“brushing up” the solution of simul- 
taneous. equations, so the working is in- 
cluded in this paper: 


Multiply both sides of each equation by 20: 
(1) 20X = £26800 + Y + 2Z 
(2) 20Y = £31100 + 2X + Z 
(3) 202 = £29000 + 2X + Y 
Subtract (1) from (3): 


= £29000 + 
ww = — 26800 — 





20Z — £2200 + 2X — 2Z 
22Z = £2200 + 22X 
Subtract (3) from (2): 
20Y £31100 + 2X + Z 
20Z — 29000 — 2X — Y 





- 20Z £2100 + Z— Y 
£2100 + 21Z 
£100 + Z 
£100 + (£100 + X) 
£200 + X 


$17 





From equation (1): 
20X £26800 + Y + 2Z 
20X £26800 + (£200 + X) 
+ (£200 + 2X) 

20X = £27200 + 3X 
17X £27200 

£27200 

X = = £1600 
17 


: £200 + X = £1800 
Z £100 + X = £1700 


Using the percentages found earlier, 
the allocation is made as shown in Table 
1. 


The Table 1 given here is equivalent 
to Mr. Burke’s Table III. It will be seen 
that Dept. X has to do a clearing entry 
of— 

Primary allocation . 

Secondary allocation 


From Y .... . 90 
From Z . 170 


£1600 
The same procedure applies to Depts. Y and 
Z. All expenses will now have been transferred 
to the production departments. 


The use of algebra to solve an expense 
distribution, as in the foregoing simul- 
taneous equation, can be avoided by: 


1. Adding up all service department primary 
costs and distributing them to production 
departments. 

. The trial and error method. The object 
being to determine by successive trials the 
total of each service department account 
before distribution; the total includes the 
allocation from other service departments. 

. Continued distribution method. Here each 
service department is distributed by succes- 
sive trials until the remaining balances are 
so small that further distribution may be 
disregarded. 

. Charging the primary allocation only to 
production departments. 

. Charging all services rendered at a standard 
cost per unit of service and clearing any 


£1340 (see 4th 
para.) 


remainder to an efficiency variance a 
which would appear directly in the prof 
and loss account. 

If method 5 were used, one might stil] 
find it preferable to set standard costs 
by using the simultaneous equation, 
However, this would not be frequent. If 
standards were used, care would have to 
be exercised to see that any credit vari- 
ances did not cause inventory values to 
be excessive. Where the service depart- 
ment is a subsidiary company which, for 
financial purposes, is required to earn a 
nominal profit, this aspect of inventory 
values in the buying company becomes 
more important. If direct costing is used 
three debits would be made: (i) Fixed 
costs of goods on services purchased; (2) 
variable costs of goods on services pur- 
chased and (3) subsidiary company profit. 


For rapid closing at the end of each 
month, the entry using standard costs for 
various services is preferred. For ex- 
ample, if Dept. Y were “power”, a 
standard cost of, say, 1.6 pence per 
K.W.H. may be set. This would serve 
quickly to indicate departmental efficiency 
against standard. If the performance of 
the department were poor, it would not 
be difficult to break its costs into fixed 
and variable elements and find the cause. 
Usually, however, management knows 
very well that a high cost originates from 
a volume drop or some particular cost 
increase, and can act on it. 

One could not leave this subject with- 
out observing that, before we go round 
in circles too far with our allocations, 
there is a growing swing towards direct 
costing, and knowing, for various levels 
of production, what may be regarded as 
fixed costs, and what variable. With 
these two groups a considerable contni- 
bution to management can be made. 


TABLE I 


Service 
Dept. 4 

X 20% 
320 

, 30% 
540 


Z 25% % 


434 


Allocation Table 


x 


5% 
90 
10% 5% 


170 85 1700 
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Overseas Journals 


Current Problems Discussed in 






Notes prepared by the teaching staff of the Department 


Accounting History 
The Chartered Accountant (India), 
May, contains an article by H. S. 
Kulshrestha entitled “The Inventors of 
Modern Accounting”. The author sug- 
gests the possibility of double entry ac- 
counting having been developed in India 
as early as the fourth century B.C. 
Mention is made of early Indian writings 
on political economy at a time when 
India was trading with Egypt and later 
with the Roman Empire; these show 
that principles of accounting had been 
developed at quite an early stage; and 
there is thus the possibility that such 
principles were passed on to people in 
Italy who have been given the credit 
for inventing the double entry system. 


Accounting Principles 

“What Does ‘Objectivity’ Mean to 
Accountants?” is the title of an article in 
The Journal of Accountancy, May, by 
H. E. Arnett, a member of the research 
staff taking part in the American In- 
stitute’s present programme of study of 
basic postulates and broad principles. 
An examination is made of various inter- 
pretations of the much used term “ob- 
jectivity” as found in professional pub- 
lications, text books and financial reports. 
The article almost suggests that the con- 
cept of usefulness is of such overriding 
importance that if any data are useful 
some standard of objectivity can be 
found to support their acceptance in 
accounting practice. 


Accounting Reports 

A “people-oriented” approach to re- 
porting is advocated by J. D. Wilson, 
“Human Relations and More Effective 
Reporting’, N.A.A. Bulletin, May, in 
order to produce more meaningful re- 
ports. 


of Accounting in the University of Melbourne. 
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Office Management 

“Does anyone here know how to 
operate this machine?” This question is 
often asked when an office machine 
operator is away; yet it is not necessary 
if the suggestions given by John W. 
Mitchell in “Machine Operators’ 
Manuals”, The Accountant, 6 May, are 
followed. He indicates when manuals 
should be produced and outlines the bene- 
fits to be gained. 


Pricing Policies 

The cost accountant’s responsibility in 
pricing decisions is to provide cost data 
that are sufficiently flexible to be useful 
under varying economic conditions. M. 
Backer in “Flexible Costs for Pricing 
Decisions”, N.A.A. Bulletin, May, con- 
siders how the accountant can achieve 
this purpose. 


Communications 

Cost and Management, May, contains 
two articles on communications. The 
first, entitled “Communications — An 
Aid to Profits” by G. H. Cowperthwaite, 
deals with communications (defined as 
“imparting or exchange of information 
by message or otherwise’) in the form of 
reports, budgeting statements, procedure 
manuals, etc., and the purposes they may 
be expected to serve. The second article, 
entitled “Human Relations Problems of 
the Accountant”, by Noel A. Hall, con- 
siders communication in the broad sense 
of exchange of ideas between individuals. 
It is suggested that tensions arising out of 
misunderstanding between “staff” ex- 
perts (including accountants) and “line” 
officers prevent the special knowledge and 
skills of the staff expert being used to 
the greatest advantage of the firm; clear 
communication of information and points 
of view is necessary for best co-operative 
work effort. 
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NEWS AND NOTES 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


VICTORIA 


Lecture Series on Taxation 
A well-attended series of three lectures on 
taxation was held recently in the Assembly 
Hall. On 18 July, Mr. A. H. Etherington, 
B.Com., A.A.S.A., spoke on “Company Taxa- 
tion”. The second lecture, “Tax Planning — 
Trusts — Advantages and Disadvantages”, 
was delivered by Mr. S. E. K. Hulme, LL.B., 
in “— unavoidable —— from the State of 
Mr. N. M. Stephen, LL.B., who was originally 
listed as the lecturer. The final subject in the 
series, “Dividend Withholding Tax”, was dealt 
with by two lecturers on 27 July. "Mr. F. A. 
Chantry, of the Taxation Office, spoke on the 
statutory provisions of the subject and Mr. 
R. C. Plumley, manager of a public accoun- 
pone share register department, spoke on 
ractical procedures of seaeing withholding 
oe in a share registry office 


Monthly Luncheon 

Miss Nancy M. Sanders, director of pro- 
motion, Australian Wool Bureau, was the 

guest speaker at the August luncheon held in 
the Lower Melbourne Town Hall, on the 
subject “New Outlook For Wool”. Miss 
Sanders traced the history of wool promotion, 
and told members of some of the develo 
ments in the treatment of wool which will 
enable it to retain and develop demand. The 
State president, Mr. E. J. L. Tucker, who was 
chairman of the function, moved a vote of 
thanks to Miss Sanders. 


Sporting Activities 

Members who wish to take part in sporting 
activities with their fellow members later in 
the year are asked to reserve the following 
dates. 11 October: bowls afternoon at the 
Middle Park Bowling Club; 5 December: golf 
- at the Royal Melbourne Golf Club; and 
12 December: bowls evening at the Brighton 
Bowling Club. A circular giving full par- 
ticulars of the various events will be forwarded 
to members in due course. 


Annual Research Lecture 

The twenty-second annual research lecture 
in the University of Melbourne will be de- 
livered at 6 p.m. on Tuesday, 31 October at 
the University. The lecturer will be Professor 
E. B. Smyth, Professor of Accounting and 
Dean of the Faculty of Commerce at the 
University of New South Wales. His subject 
will be “A Critique of the Conventional Uses 
of Rate of Return on Investment Methods”. 
A circular will be forwarded to all members 
giving further particulars. 
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LATROBE VALLEY BRANCH 


Retirement of Secretary 

Mr. A. G. Holden, after seven years a; 
honorary secretary of the Latrobe V. 
Branch, has retired from office. The 
and the Society owe a debt to Mr. Holden 
whose handling of the secretaryship has beep 
pom ony J responsible for developing & 
Latrobe Valley Branch into an active 
strong segment of the Society. Mr. Holden a 
been succeeded as Branch 


secretary by Mr, 
D. J. Grigg of eeuenn . 


Office-Bearers and Councillors 

Chairman: Mr. L. L. Morris; i 
Mr. e neo lors: Messrs. HI. 
Burn, J. G. Conrad and R. E. Mainard. 


7 Group 

A “Gippsland Public Accountants’ Group” 
was formed during May and membership con- 
sists of Society members who are engaged in 
public practice throughout Gippsland. The 
group’s membership of 20 includes accountants 
from Warragul, Morwell, Traralgon, Mafra, 
Sale, Bairnsdale and Yarram. 


Recent Functions 
During March, members of the Branch and 
students were conducted on a tour of inspec- 





AUSTRALIAN SOCIETY 
OF ACCOUNTANTS 


VACANCIES FOR 
ASSISTANT EXAMINERS AND 
MODERATORS 


Applications are invited for appointment as 
assistant examiners and moderators in the 
following subjects of the syllabus of the 
Society:— 


ASSISTANT EXAMINER: 

Commercial Law A 

Company Accounts 
(to commence with the October, 1961 exami- 
nations) 


MODERATOR: 
Advanced Accounting, Part B, First Paper 
Advanced Accounting, Part B, Second Paper 
(to ir with the May, 1962 examine- 
tions 


Full particulars of duties and scale of fees 
will be supplied by any State Registrar, upow 
receipt of a request in writing. 

Applications containing full particulars of 
qualifications and mete | must be lodged 
with the General Registrar of the Sede, © 37 
Queen Street, Melbourne, C.1., not later than 
30 September, 1961. 
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J. J. MILLER’S 
CONTINUOUS 
STATIONERY 


e@ allows complete use of carbon, thus eliminating all 
waste 

@ ensures clean, legible copies at all times 

@ many thousands of typed forms can be produced from 
the one roll of carbon 


@ CAN BE FITTED TO A WIDE RANGE OF TYPEWRITERS, 
QUICKLY AND ECONOMICALLY 


J. J. MILLER PRINTING COMPANY PTY. LTD. 


19-27 Grant Street, Clifton Hill, Melbourne. Telephone: 48-1181 
Offices in all States 
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AN INTERESTING SUGGESTION — 
IN LESS THAN 100 WORDS. 
READING TIME — 30 SECS. 


FOR BUSINESS STATIONERY WITH PRESTIGE 


SPECIFY 


—a fine quality, high-white paper with bulk, opacity 
and a “feel” much like rag paper — at a price well 
under other bonds of comparable appearance. 
Compare these prices for 2-colour letterheads: 
Plus Fabric letterheads 1.46d. each 
Typical Rag Paper letterheads 1.79d. each 
. . a Saving of £13/15/0 on each 10,000 order. 
May we suggest that, when next ordering letter- 
heads, matching envelopes and statements, you 
specify Plus Fabric—a paper exclusive to 


SPICERS 


(AUSTRALIA) PTY, LIMITED 
. THE PAPER PEOPLE 


B23J1/U 
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tion of the Gas and Fuel Corporation's gasifi- 
cation plant at Morwell. 

A Burroughs bookkeeping machine was 
demonstrated to members of the Gippsland 
Public Accountants’ Group at Sale in June, 
by Mr. D. Toms, A.A.S.A., the accent being 
on adaptation of the machine for use in a 
public accountant’s office. 

Mr. J. H. Kelleher, an appeals officer from 
the Victorian Taxation Office, headed a “ques- 
tion time” meeting at the Morwell Gas and 
Fuel Works offices during July. The meeting 
was attended by public and commercial ac- 
countants and student members of the Society 
and proved most informative and interesting. 
During the evening, Mr. Kelleher also gave an 
outline of Board of Review procedure. 


PERSONAL 


The firms of Messrs. Fitzgerald & Tompson, 
Messrs. J. A. L. Gunn & Partners, Messrs. 
Kennedy Bowly & Manson and Messrs. Sabine, 
Sabine & Gill have joined in establishing the 
firm of Messrs. Fitzgerald, Gunn & Partners 
in all States. The partners in the new firm 
in every State and the Australian Capital 
Territory will be Sir Alexander Fitzgerald, 
OBE., and Messrs. J. A. L. Gunn, C.B.E., 
J. L. Amies, C.B.E., and J. R. Sabine, to- 
gether with the resident partners of the above 
named firms in their respective states. The 
practices of Messrs. J. A. L. Gunn & Partners 
and Messrs. Fitzgerald & Thomson will, in 
future, be carried on in the name of Fitz- 
gerald, Gunn & Partners. The separate prac- 
tices of Messrs. Kennedy Bowly & Manson in 
Queensland and Messrs. Sabine, Sabine & Gill 
in South Australia will continue to be carried 
on as previously. 


QUEENSLAND 


President’s Visits to Country Branches 

The State president, Mr. A. S. Donnelly, 
F.AS.A. — who has been most active in 
sponsoring the growth of country branches 
and groups — addressed the Townsville Branch 
on 28 July, and the Cairns Branch on 1 
August. The subject of his addresses was 
“Developments in the Investment Field”. Mr. 
Donnelly also attended the inaugural meeting 
of the Mount Isa Group on 25 August, when 
he spoke on the topic, “The Written Word — 
An Accountant’s Best Friend”. 


Monthly Lecture 

Sixty members attended “A Symposium on 
Company Finance” on 13 July at Manufac- 
tures House. The speakers were as follows: 
Mr. J. L. Amies, C.B.E., F.A.S.A., partner 
in the firm of Messrs. Kennedy Bowly & 
Manson, practising accountants; Mr. Alban 
Hale, partner in the firm of Messrs. Ernest H. 
Corser, Henderson & Hale, stock and share 
brokers; and Mr. L. W. H. Butts, partner in 
the firm of Messrs. Morris, Fletcher & Cross, 
wlicitors. Mr. Amies dealt with the subject 
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from the point of view of company directors 
in deciding on “why, when and how” funds are 
obtained. Mr. Hale, president of the Brisbane 
Stock Exchange, covered the practical im- 
plementation, by the sharebrokers, of pro- 
posals put forward by company directors for 
the raising of funds. Mr. Butts, an acknow- 
ledged expert in company law, dealt with the 
legal aspects of matters raised by the other 
speakers. 


NEW SOUTH WALES 


Members’ Luncheon 


At the luncheon held at the Trocadero on 
26 July, 478 members and friends were present 
to hear a most enlightening and amusing 
address by Mr. Digby Wolfe on “Everything 
I have I Owe to Television and They will 
have to Sue Me to Get It”. Mr. Wolfe 
stressed that Australian “live” shows needed 
increased viewing audiences in order to mature 
and compete successfully with imported films. 
He felt that “live” shows could not survive 
without constant audience support. At the 
conclusion of Mr. Wolfe’s talk, the acting State 
president, Mr. G. H. Peterson, (who presided 
at the luncheon) suggested audience participa- 
tion in an impromptu question session. Mr. 
Wolfe’s answers were both informative and 
entertaining. A vote of thanks to the speaker 
was moved by Mr. R. F. Jarman, a member 
of the Divisional Council. 


Eighth Annual Mass 


The eighth Annual Mass of the Qualified 
Accountants and Secretaries’ Catholic Guild 
of St. Mary’s Cathedral was held on 25 June 
and was followed by Communion Breakfast at 
the Australia Hotel. His Eminence Cardinal 
Gilroy, celebrated the Mass and His Lordship 
Bishop Freeman, presided at the Breakfast. 
The Divisional Council was represented at the 
Breakfast by Mr. E. A. Cupit, F.A.S.A. 


NEWCASTLE BRANCH 


On 26 July, 60 members and students were 
present to hear an address on “Economics and 
Financial Policy” by Dr. W. P. Hogan, As- 
sociate Professor of Economics, who has re- 
cently taken up appointment as head of the 
Division of Commerce at the Newcastle Uni- 
versity College. The lecturer was introduced 
by Mr. B. P. Colditz, a member of the Branch 
Council, and the vote of thanks was proposed 
by the deputy chairman of the Branch, Mr. 
W. J. Pickering. The Branch Council greatly 
appreciated Dr. Hogan’s acceptance of the 
invitation to address members; the occasion 
also provided an opportunity of introducing 
— to members of the profession in New- 
castle. 


PERSONAL 


Mr. J. Wolff has been admitted as a 
partner, and Messrs. W. Hitchings and J. 
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Hodes as associate partners, of Messrs. S. R. ~ 
Brown, Pringle, Wolff & Co. The firm’s name 
and address remain 

The practice of Messrs. Griffiths, Atkinson 
and Merrotsy, is now being conducted at 
Stafford House, 316 Pitt Street, Sydney. Tele- 
phone 61-9268. The firm’s Wauchope address 
remains unchanged. 

Mr. Norman R. Mount, A.A\S.A., is now 
conducting his practice at 65B Ramsay Road, 
Five Dock. Telephone 83-7118. 

Mr. K. J. Stein, A.A.S.A., has been appointed 
chief accountant of Coal and Allied Industries 
Ltd. and its subsidiary companies. 

Mr. E. H. Wheeler, A.A.S.A., has been trans- 
ferred from Sydney to Brisbane as sub-manager 
for Queensland with the Australia and New 
Zealand Bank Ltd. 

The Sydney offices of Messrs. Arthur Ander- 
sen & Co., Fuller King & Co. and Turquant, 
Youngs & Co., Fuller King & Co., are now 
located at Lend Lease House, 47 Macquarie 
Street, Sydney. 

Mr. N. C. McIntosh, A.A.S.A., is now 
conducting his practice at 20 Norma Avenue, 
Eastwood. Telephone 84-1516. 

Mr. D. J. O'Neil Dunne, A.A;S.A., has 
been admitted into partnership with Messrs. 
Willoughby and Molesworth, 58 Margaret 
Street, Sydney. The name of the firm remains 
unchanged. 

Mr. R. H. James, A.A.S.A., is now con- 
ducting his practice at 304 Pitt Street, Sydney. 

Mr. N. C. McIntosh, A.A.S.A., is now con- 
ducting his practice at 161 Copeland Road 
East, Beecroft. 


SOUTH AUSTRALIA 


July Luncheon 

Over 120 members of the Division attended 
the July luncheon at the S.A. Railways Re- 
freshment Rooms to hear Mr. J. D. S. Keatinge, 
public relations officer of ADS Channel 7, 
speak on the subject, “Three Years in the 
French Foreign Legion”. Mr. Keatinge gave 
a most entertaining and interesting recital of 
his experiences as a Legionnaire. 


Annual Lecture 

The Society’s endowed lecture in the Univer- 
sity of Adelaide was delivered by Professor 
R. J. Chambers, Professor of Accounting, the 
University of Sydney, in the Mawson Lecture 
Theatre on 2 August, approximately 200 
members being present. At the conclusion of 
the lecture on the subject, “Towards a General 
Theory of Accounting”, the State president and 
members of the Divisional Council entertained 
Professor Chambers and members of the 
Councils of kindred associations. 


Group Activities 

On 27 July, members of the Practising Ac- 
countants’ Group heard a lunch-hour address 
by Mr. J. L. Rawnsley, A.A.S.A., on “The 
Valuation of an Accountancy Practice”. 
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The monthly meeting of the Retail Trader 
Group took the form of a general discussion 
held at the Society’s meeting room on 7 
August. 

A large number of members of the Mecha- 
nisation and Systems Group paid a visit to the 
National Cash Register Company on 8 August 
to see an exhibition of modern accounting 
machines. 


Country Visit 

On 4 August, the State president, Mr. D. P. 
Williams, and the Australian vice-president, 
Mr. L. A. Braddock, accompanied by their 
wives, visited Whyalla at the invitation of 
The Broken Hill Proprietary Co. Ltd. Ata 
function arranged that evening, Mr. Williams 
presented certificates to Messrs. B. F. Hogben, 
G. C. Bowers, and P. E. Jacobs, who wer 
recently admitted to membership of the Society 
and also presented Mr. D. Lee with the prize 
awarded by the Society for Accountancy II] 
at the Institute of Technology. 

Following the presentation of certificates, 
Mr. Braddock addressed the gathering of mem- 
bers of the Society and B.H.P. executives on 
the subject, “Accountancy in a Changing Aus- 
tralia”. 


Obituary 

It is with regret that we record the death of 
Mr. C. H. Impett, formerly works secretary of 
the Broken Hill Associated Smelters Pty. Ltd, 
Port Pirie. Mr. Impett was an active member 
of the Society for many years and was a 
member of the Port Pirie Branch. 


PERSONAL 


Mr. R. S. Howland, F.A.S.A., has been 
appointed branch manager of E.M.I. Australia 
L 


The South Australian Gas Co. has announced 
the appointment of Mr. L. J. Metcalf, A.AS.A, 
as manager of the Sagasco Bottled Gas Divi- 
sion. 

Mr. N. L. Branford, A.A.S.A., has been 
appointed assistant secretary of John Martin 
& Co. Ltd. 

Mr. H. T. Jones, A.A.S.A., has been ap- 
pointed secretary of Peoplestores Ltd. 

Mr. C. W. Insley, A.A.S.A., has been ap- 
pointed secretary of the Adelaide Woolbrokers 
Association. 


WESTERN AUSTRALIA 


Perth Luncheon 

Members heard an interesting address by 
Mr. Malcolm Uren, assistant to the managing 
director, West Australian Newspapers Ltd., al 
the July luncheon. Mr. Uren spoke on “The 
Challenge of the North” and, as he has had 
some 28 trips to Northern Australia, he 
well-qualified to talk on this subject. 


Fremantle Luncheon 
Mr. W. Chape, city librarian, was the 
speaker at the Fremantle luncheon. He treated 
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members to a breezy discourse on his ex- 
jences with the R.A.F. in Iceland during 
the early days of World War II. 


Companies Bill Lecture 

An attendance of 300 was present to hear an 
excellent lecture delivered by Mr. T. K. 
MacFarlane, A.A.S.A., Registrar of Com- 
panies, on the Uniform Companies Bill. The 
lecture was arranged in combination with The 
Australasian Institute of Cost Accountants and 
the Chartered Institute of Secretaries. Copies 
of the lecture are available from the State 
Registrar. 


PERSONAL 

Mr. C. T. Pullen, A.A.S.A., F.C.A.A., has 
been appointed managing director of the 
Plaimar Ltd. group of companies, and is at 
present on a world tour to study export 
markets. 

Mr. R. F. Rushton, F.A.S.A., has been 
appointed chairman of directors of Sydney 
Atkinson Motors Ltd. 

Mr. W. E. Johanson, A.A.S.A., has been 
appointed secretary of W. A. Starr-Bowkett 
Investment Benefit Building Society. 

Mr. J. E. V. Murdoch, F.A.S.A., W.A. mem- 
ber of the Australian National Airlines Com- 
mission operating Trans-Australia Airlines, 
attended a meeting of the Commission in 
Brisbane recently. 

Mr. J. R. Fisher, A.A.S.A., has commenced 
practice as a public accountant in Bunbury, 
under the firm name of J. R. Fisher & Co. 


TASMANIA 
NORTHERN BRANCH 


Lecture Evening 

On 26 July, the Northern Branch Council 
held a lecture evening at the Gas Company 
theatrette in Launceston, when the president 
of the Northern Law Council, Mr. J. L. 
Barton, delivered a lecture entitled “Wills and 
Probate”. Forty-five members and students 
were present and they participated in an in- 
teresting question and discussion period after 
completion of the lecture. 


AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SC 1ETY 


VICTORIA 


Recent Lectures 
_ Considerable interest was shown in a lunch- 
ume lecture at the Chamber of Manufactures 
on 9 August, when Mr. G. Cohen, A.A.S.A., 
of Messrs. Fuller King and Co. spoke on 
Business Investigations”. 
On 14 August, at 5.45 p.m., Mr. G. W. A. 
s, LL.B., Lecturer in Commercial Law, 
Melbourne In- 


School of Accountancy, Ro 
stitute of Technology, dealt with the topic, 
Law Relating to Partnerships”. 
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Approaching Lectures 

To be held in the general meeting room of 
the Chamber of Manufactures, 312 Flinders 
Street:— 

Monday, September 18 at 5.45 p.m.: “Analy- 
sis and Interpretation of Financial and Opera- 
ting Statements”, lecturer: Mr. V. L. Gole, 
F.A.S.A., A.C.A.A., public accountant. Mon- 
day, October 9 at 5.45 p.m.: “Administration 
of a Bankrupt Estate”, lecturer: Mr. G. R. 
Thompson, A.A.S.A., of Messrs. Kennedy, 
Smail and Middlemiss. Wednesday, October 
11 at 1.10 p.m.: “Approach to Examinations”, 
lecturer: Mr. J. G. Foster, A.A.S.A., of A. E. 
Speck Commercial College. 


SOUTH AUSTRALIA 


July Visit 

A total of 66 members attended an inspec- 
tion and demonstration of electronic data 
processing equipment at the offices of I.B.M. 
(Aust.) Pty. Ltd. Attendance was originally 
restricted to 40 members, but when upwards of 
70 applications were received, the Adelaide 
branch manager of I1.B.M., Mr. Smith, kindly 
agreed to extend the demonstration over two 
nights — the 12th and 13th of July. Various 
processing equipment was seen in action, and 
Mr. Smith explained how it could be related 
to and employed in an accounting system. 
Among the most interesting items of equipment 
were the 421 accounting machine and the 604 
electronic calculator. 


August Meeting 

On 8 August a mock meeting of creditors 
was held at the Chamber of Manufactures 
board room. Mr. Eric A. Gibson, senior 
partner of Messrs. Eric A. Gibson & Co., 
public accountants, conducted the meeting. 
Notice of the meeting was given in accordance 
with the Companies Act regulations, and en- 
closed with each notice was a statement of 
affairs and proxy form. 


THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


VICTORIA 
Costing for Export 


The Victorian Divisional Council has been 
promoting activities on export costing in sup- 
port of the Federal Government's drive to 
increase export income. 

Public lectures were held in June and July, 
and the Research Controlling Committee has 
been meeting fortnightly in pursuance of its 
current project on “Special Cost Studies Con- 
cerning Export Markets”. In July, export 
problems relating specifically to the canning 
and pharmaceutical manufacturing industries 
were discussed. In August consideration was 
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given to problems in the heavy chemicals and 
leather industries. 


Accounting in the Construction Industry 

The Consultative Committee has been 
considering accounting in the construction in- 
dustry. The committee feels that there is 
within the industry a singular lack of know- 
ledge of the application of sound management 
accounting and planning principles. Prelimi- 
nary discussions have taken place with State 
Government representatives to see whether 
action could be taken on an industry-wide 
basis to promote a wider use of management 
accounting techniques. This could materially 
assist the construction industry, which has a 
wide disparity in pricing practices and policies. 

Mr. H. F. Fox is the chairman of this 
committee which comprises Messrs. F. A. 
Buttner, R. O. Thiele, G. E. Fitzgerald, D. M. 
Cronin and H. S. Southam. 
Discussion Groups 

The Discussion Groups Committee has ar- 
ranged a discussion on “Practical Problems in 
Cost Installations” to be held in the Institute 
board room on 27 September at 6.30 p.m. 
This committee comprises Mr. A. F. J. 
Sutherland (chairman), and Messrs. D. M. 
Cronin, B. B. Cameron, E. H. Niemann, J. 
Dunstan, K. Cross and A. Aldridge. In plan- 
ning future discussion groups, it is felt that 
recognition be made of the differing needs 
both of new graduates of the Institute and 
experienced members. Consideration is being 
given to holding a short series of discussions 
on electronic data processing, at which mem- 
bers could exchange views and information. 


Seminar with the Institute of Sales Manage- 

ment 

The joint seminar on “Improved Profits 
through Marketing and Management Accoun- 
ting Understanding” was held in conjunction 
with the Institute of Sales Management at 
Melbourne University on 30 August. This 
was the first joint activity conducted with 
another institute and gave members the oppor- 
tunity of hearing the other fellow’s point of 
view on a subject of topical interest. It is felt 
that a great deal of good has resulted from 
this activity, and that those entrusted with the 
marketing function have a much better picture 
of how the management accountant can help 
them control costs and increase the profitability 
of their marketing operations. 


Communications 

A series of three lectures, on the subject of 
“Communications” will be held in the Bankers’ 
Institute Auditorium on 2, 10 and 17 October 
at 6.30 p.m. As management information 
systems become more complex the need for a 
workable system of communications between 
all levels of the organisation hierarchy be- 
comes even more important. This subject, 
which is included in the new syllabus of 
examinations, will be treated in a practical 
fashion and should be of topical interest to 
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all members. A circular will be sent to mem. 
bers shortly advising them of the topics selecteq 
by the speakers. This is the first activity to 
be organised specifically to cover new subjects 
which have been included in the revised 
examination syllabus. 


President’s Lecture 

The President of the Institute, Mr. H. I. 
Thomas, has kindly consented to deliver a 
lecture to Victorian members on “Budge 
Control in the Factory”. The lecture will be 
held on Thursday, November 2 at 7.45 pm. 
Mr. Thomas, who is a partner in the Sydney 
firm of Offner, Hadley & Co., has expressed 
his desire to meet as many members as pos- 
sible during his stay in Melbourne. Accordingly 
it has been arranged to serve a light supper 
after the lecture, when members will be given 
the opportunity of meeting their president 
personally. 


NEW SOUTH WALES 


Annual Convention 

The third annual convention organised by 
the New South Wales Division will be held at 
the Hotel Florida, Terrigal, on the week-end 
of October 6, 7 and 8. The subject chosen 
for discussion will be “Accounting for 
Changes in Money Values”. 

The first lecture to be given by Mr. G. W. 
Bottrill, finance director of Philips Electrical 
Industries Pty. Ltd., will cover the theoretical 
background of accounting for changes in money 
values. Mr. E. W. Kerfoot, chief accountant of 
Philips Electrical Industries Pty. Ltd. will 
deliver the second lecture on a_ practical 
application of accounting for changes in money 
values and the final lecture will be given by 
Mr. W. H. M. Digby of Messrs. Yarwood 
Vane & Co., on the role of the public ac- 
countant in accounting for changes in money 
values. 

Considerable enthusiasm has already been 
shown in the convention and its controversial 
theme and it is anticipated that the convention 
will prove most successful. 

The chairman of the convention planning 
committee, Mr. Ken Wright, assisted by Messrs. 
J. M. Paul and G. Williams, have almost 
completed arrangements for the convention 
and brochures are being mailed to all mem- 
bers. Provision has been made for members 
to participate in the sporting activities on the 
Saturday afternoon. These include tennis, golf 
and bowls. 


Joint Series of Lectures 

The proposed joint series of lectures ar- 
ranged in conjunction with the Australian 
Society of Accountants on the subject, “Ex- 
port Marketing Development has been post- 
poned. 


QUEENSLAND 


Monthly Luncheons 
An average attendance of forty members 
has been attracted to recently monthly lunch- 
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time lectures. Speakers and their subjects in- 
cluded: Mr. F. K. Wright, B.Met.E., B.Com., 
AA.S.A., F.C.A.A., “Operations Research and 
the Cost Accountant”; Mr D. F. Pascoe, 
“Capital Equipment — Lease or Purchase”, 
and Mr. R. Isaacs, A.A.S.A., A.C.A.A., 
“Measuring Return on Investment by Pro- 
ducts”. The latter luncheon was attended by 
the Lord Mayor of Brisbane, Alderman Clem 
Jones. 


President’s Address 

The General President, Mr. H. L. Thomas, 
addressed a joint function with the Australian 
Society of Accountants at the Chamber of 
Manufactures building, on 14 September, his 
subject being “Budgeting and Control in the 
Factory”. 


— ¢ — 


cOST ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


VICTORIA 


Membership 

Membership of the Students’ Society for the 
current financial year is now 99. In view of 
the success of students’ society activities in 
Victoria, it has been decided to ask General 
Council to take steps to institute activities for 
students in all States. It is also felt that the 
activities should be brought within reach of 
all registered candidates, particularly in view 
of the revised syllabus of examinations which 
will be effective in 1962. 


Demonstration of Standard Costing System 


The demonstration of a standard costing 
system in actual operation at the Footscray 
plant of Bradford Cotton Mills Ltd., was well- 
attended. It proved a most interesting evening 
and the subsequent discussion was also infor- 
mative. Thanks are due to the management of 
Bradford Cotton Mills Ltd. and to the chair- 
man of the Students’ Society committee, Mr. 
W. P. Round, for organising this function. 


Discussion Forums 


Discussion forums on the subjects of the 
Institute’s syllabus will be held at the 
Institute board room on Thursday, September 
14 and Tuesday, September 19 at 6 p.m. 
Once again a panel of experienced practitioners 
and teachers of cost accounting will be present. 
Students are strongly recommended to attend 
these discussion groups which have been or- 
ganised to supplement the text book approach 
0 examination subjects with the practical 
sueceace of leading members of the pro- 

ion. 


Review of Examination Papers 


The review of the October examination 
Papers will be held on 7 and 14 December at 
general meeting room of the Chamber of 
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Manufactures at 6 p.m. All registered can- 
didates of the Cost Institute will be advised of 
this activity. 
1962 Activities 

A vigorous programme of activities has 
been planned for the 1962 year. Lectures will 
be held on a number of subjects such as 
operations research, which are related to the 
new examination syllabus. In addition, pro- 
vision will be made for factory visits to see 
actual systems in operation. Reviews of 
examination papers and demonstrations of 
punched card accounting will also be held. 


_—_—_- © 


PROFESSIONAL CONDUCT 


VICTORIA 

The Disciplinary Committee of the Victorian 
Divisional Council has heard a case against a 
member who had advertised in a suburban 
newspaper for three months. The advertise- 
ment offered professional accounting services 
and, although no mention was made of the 
member’s name, it gave an address and a 
phone number. Suitable disciplinary action 
was taken against the member concerned. 

The Disciplinary Committee of the above 
Council heard also a case against a member 
who had consented to accept a professional 
appointment without observing the provisions 
of By-Law 11 and notifying the first accoun- 
tant concerned. The Committee found the 
charge sustained and suitable disciplinary ac- 
tion was taken against the member concerned. 


WESTERN AUSTRALIA 
The Disciplinary Committee of the Western 
Australian Council recently found a member 
guilty of dishonourable practices (converting 
a client’s cheque to his own use) and suitable 
disciplinary action was taken. 





N.S.W. LAND TAX 


Municipalities and shires in which values 
have been altered and are applicable for the 
land tax year 1961/62. The following lists com- 
prise the names of the district councils and 
their particular riding(s) or ward(s) con- 
cerned in parantheses and the respective effec- 
tive dates of valuation for Land Tax purposes. 


Ashfield (East) 20/6/61; (N. Bast) 11/5/61. 
Eurobodalla (‘‘B’’) 16/5/61; (“‘C’’) 22/3/61. 
Goodradigbee (‘‘A’’) 10/5/61; (‘‘B’’) 5/6/61. 
Gosford (“‘C’’) 10/5/61. 
Junee 8/6/61. 
Liverpool (South) 16/6/61. 
Mullumbimby 11/4/61. 
Narromine 13/4/61. North Sydney (Tunks) 
19/6/81. 
ndwick (South) 1/6/61. Rylestone (‘‘A’’) 
10/6/61; (““B’’) 11/4/61; (“C’) 28/4/61. 
Shellharbour (Central) 26/4/61; (East) 22/3/61; 
(West) 29/3/61; Sutherland (Cronufla) 5/6/61; 
(Caringbah) 28/4/61. 
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PROFESSIONAL NOTICES 


SYDNEY PRACTICE REQUIRED — 
Member wishes to purchase a small practice 
in city or suburbs with fees from £1,000 to 
£5,000 p.a. No office accommodation re- 
quired. Reply to Box 5073, G.P.O., Sydney. 


ASSOCIATE, Adelaide, five years’ profes- 
sional experience, emp on taxation, now 
in commerce, has time available to help 
practitioners during busy period. Reply No. 
817, c/- Australian Society of Accountants, 
22 Grenfell Street, Adelaide. 


CALCULATOR. Griffiths 40-hour wage 
calculator. Price 42/-. L.C. Publishing Co., 
G.P.O. Box 5045, Sydney, N.S.W. 


ACCOUNTANT, MELBOURNE, own car, 
has time available assist other practitioners. 
Phone XF 6047. 


PROFESSIONAL VACANCIES — Posi- 
tions are available with an expanding firm of 
chartered accountants in the Territory of 
Papua and New Guinea. Vacancies from ad- 
vanced intermediate to qualified status. Posi- 
tions carry salaries far in excess of mainland 
equivalent and tax approximates half Aus- 
tralian rates. Married and single accommoda- 
tion available, excellent leave and conditions. 
Apply Fishwick, Lord & Co., Box 84, Rabaul, 
New Guinea. 


SEARCHES, lodging and all other matters 
at Companies and Business Name Branches 
attended to. Company Services (Vic.) (John 
Lloyd, ex-Deputy Registrar General and 
Assistant Registrar of Companies), 443 Little 
Collins Street, Melbourne. Tel. 67-3861. 


WANTED TO PURCHASE. Practising ac- 
countant wishes to purchase whole or part 
practice in Brisbane. Replies in confidence to 
Box 803, c/- Australian Society of Accoun- 
tants, Box 1161P, G.P.O., Brisbane. 


INTERMEDIATE ACCOUNTANCY STU- 
DENT anxious to gain experience by part-time 
work with practitioner. Replies No. 804, c/- 
Australian Society of Accountants, 8 Es- 
planade, Perth. 


ASSOCIATE with small city practice has 
time available to assist other practitioners. 
Write Box 805, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


ASSOCIATE in practice has time available 
to assist other practitioners in taxation, com- 
pany and consulting work — own car. Reply 
No. 806, c/- Australian Society of Accoun- 
tants, 37 Queen Street, Melbourne. 
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Rate per line 5/-; 
minimum per insertion 15/., 


alt cen COUNTRY PARTNER- 
Confidential applications are invited 
rd qualified accountants with sound accoun- 
tancy and taxation experience desiring to ac- 
quire share in long-established practice in 
progressive central westem town. Wel} 
equipped modern offices. Apply with full de 
tails of qualifications to No. 810, c/- Aus 
tralian Society of Accountants, Box 116]P, 
G.P.O., Brisbane. 


SMALL PRACTICE or group of clients 
wanted. Metropolitan area, Melbourne. Reply 
No. 811, c/- Australian Society of Accoun- 
tants, 37 Queen Street, Melbourne. 


PART-TIME POSITION wanted by young 
Associate with taxation experience. Melbourne 
or suburbs. Reply No. 812, c/- Australian 
Society of Accountants, 37 Queen Street, Mel- 
bourne. 


TAXATION AND ACCOUNTANCY 
PRACTICE. The advertiser wishes to pur 
chase practices or groups of clients in the 
Brisbane metropolitan area and 
poy A centres. All inquiries will be treated 
as strictly confidential and should be addressed, 
with particulars to Box No. 813, ¢/- 
Australian Society of Accoun‘ants, Box 1161P, 
G.P.O., Brisbane. 


PRACTICE REQUIRED — a 
A.C.A.A., A.C.LS., wishes to 
tice Sydney or northern ‘burbs rom ~—_ = 
titioner contemplating over a 
period. Reply No. 814, oh dam pon Society 
of Accountants, 5 Bligh Street, Sydney. 


ASSOCIATE, ACAA., AC.1S., with 
varied experience in senior commercial posi- 
tions, particularly costing, wishes to assist 
Sydney practitioners evenings and week-ends. 
Reply No. 815, c/- Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


PRACTITIONER specialising in taxation, 
secretarial, receiverships and liquidations. seeks 
additional work assisting other practitioner 
on a part-time basis. Write Box 974, G.P.0., 
Sydney. 


APPLICATIONS INVITED for a senior 
position with a country firm of public accoun- 
tants. Excellent opportunities are open for the 
suitable man who should be qualified or a 
least well-advanced in his studies. The practice 
is situated in north-eastern Victoria and ac- 
commodation is available. Salary open 1 
negotiation. Reply to No. 816, c/- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 
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wai at OPPORTUNITY 
IN QUEENSLAND 
One of Australia’s most substantial financial 
organisations requires the services of an 


ESTATE ANALYST 

successful applicant’s background will 
ocho either legal or accountancy qualifica- 
tions. He will also have had practical ex- 

in planning estates in accordance with 

taxation and death duty legislation. 
An attractive basic salary has been deter- 
mined for this position, the figure to be 
augmented by special fees derived from the 
mmber of cases handled. The analyst will 
have direct access to all the organisation's 
aisting clients, and an income of between 
$,000 and £4,000 per annum may be attained 
within a short space of time. 
Applications will be treated in strictest con- 
fidence and may be lodged at: 
Box 818, c/- Australian Society of Accoun- 
tants, Box 1161P, G.P.O., Brisbane. 


PRACTICE REQUIRED. An associate 
practising in Adelaide desires to expand by 
the purchase of a practice or a group of 
dients. Please reply No. 790, c/- Australian 
a, of Accountants, 22 Grenfell Street, 
Adelaide. 


COMPTOMETRIST with machine, with 
Sydney public accountant, has spare time to 
asist other practitioners with audits, calcula- 
tions, etc. Phone BU 5112, Sydney. 


PRACTICE REQUIRED. Fellow of Society 
are, eae WY Se eee SS eee 
tice in Melbourne or inner suburbs 
fees to £6,000. Vendor desiring semi-retire- 
ment over a period acceptable. Reply Box 
No. 807, c/- Australian iety of Accoun- 
tants, 37 Queen Street, Melbourne. 


ACCOUNTANTS 


Price Waterhouse & Cc., chartered accoun- 
tants, have vacancies in their Sydney, Mel- 
bourne, Brisbane, Adelaide and Perth offices 
which offer opportunities of rewarding and 
satisfying careers to men having the requisite 
technical knowledge and organizing ability for 
appointment to senior staff positions. 

Applicants should be qualified or near- 
qualified accountants with professional or 
business experience and the personal qualities 
which fit them to take responsibility and work 
with a minimum of supervision. The firm 
offers a wide range of specialist services to 
clients but appointments will be made to the 
audit staff in the first instance. 

Salaries are graded according to experience 
and ability. Membership of a contributory 
superannuation fund will be open after a 
qualifying period of service. 

Applications should be addressed to “Staff”, 
Price Waterhouse & Co., in any of the above 
cities. 


MEAT WORKS MANAGER, Fellow of 
Society and chartered secretary, moving to 
Sydney end of year for personal reasons, seeks 
position in or near Sydney, preferably meat 
industry. Available early New Year. Please 
send particulars to “Advertiser”, P.O. Box 169, 
Townsville, Queensland. 


PRACTICE FOR SALE — A well-estab- 
lished practice is for sale in a large expanding 

central western N.S.W. town. Gross fees are 
approximately £12,000 and the work is of a 
particularly good class. The offices are well- 
equipped and are centrally situated. Reply to 
No. 808, c/- Australian Society of Accoun- 
tants, 5 Bligh Street, Sydney. 





PUNCHED CARD SERVICES 


(SPECIALISTS IN PUNCHING AND VERIFYING CARDS) 


FOLLOWING A SUCCESSFUL FIRST YEAR OF OPERATION WE EXTEND 
OUR FACILITIES TO UNDERTAKE — 


COMMODITY SURVEYS 
CODING AND INDEXING 


FRM PRICES 
PROMPTNESS 
RESPONSIBLE ADVICE 
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TELEPHONE 45 2628 


ADDRESS TO:- 
27 BROGIL ROAD, 
NTH. WARRANDYTE, VIC. 


- 





REGD. IN 
VICTORIA 








MODERN A.M.P. POLICIES are geared to modern 
needs. Young men and women require savings plans 
“tailor-made” to fit their individual needs. With the 
right plan, saving is easy. Ask any A.M.P. man or 
A.M.P. office for a copy of “The Golden Years” — a 
special leaflet on young people’s savings plans. 


Australia’s LARGEST and oldest 
life assurance organisation 


AUSTRALIAN 
MUTUAL PROVIDENT SOCIETY 
HEAD OFFICE: 87 PITT STREET, SYDNEY 


Offices in cities and towns throughout Australia and New Zealand 
and in the United Kingdom. 












































A.M.P. members enjoy the unquestioned security afforded by funds of £500,000,008 
which the Society seeks to invest to the greatest benefit to members. 
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REASONS 
WHY 


. . » RECONDITIONED REMINGTON 
OR BURROUGHS ACCOUNTING MACHINES 
ARE A SOUND ECONOMICAL INVESTMENT 


|. Satisfactory Performance 
2. Five-year Guarantee 
3. Cost=i of the New Price 


l 
SALES AND SERVICE 





Maintenance of Remington Machines: 
Semi-Electric £15-15-0 All-Electric £20-0-0 


BOOKKEEPING MACHINES PTY. LTD. 


14 Queensberry Street, Melbourne, Vic. Phone: FJ 3711 








4 Typewriter that serves as an 
Accounting Machine 


Imperial 


DUAL-FEED TYPEWRITERS 


The Imperial Dual Feed system has been 

designed with two entirely separate feeds, 

allowing for permanently itioned —s 

sheet on w are recorded the entries 

cath op nn es and receipts. It is also most 

adaptable to the typing of council rate notices 
registers 


and share 
It is the answer to laborious, error-prone hand 


Pesinosses 45-74 * 
where a full accounting machine 
=> not justified. 

a» the Imperial can be used for 


Write rite or "phone fr further An egg me Popa enter 


a short trial, without 


GEO. RAITT & CO. PTY. LTD. 


1S McKillop Street, Melbourne. Phone 67 7051 (6 lines) 





a 
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EVERY OFFICE MANAGER 
SHOULD KNOW THESE FACTS 
ABOUT OCe SYSTEMS 


TREMENDOUS labour savings in all depart- 
ments. 


TYPING backlags are eliminated. 
INVOICES can be mailed on the same day. 


BACK ORDERS processed from the original 
Sales Order. Information is never re-written. 


THE oce’ 105—COMBINE 


If you have any querie ling Office Systems, 


ring the Australian Distributors 


SENSITIZING c Pty. Ltd. 


North Fitz 


TLE 


INTERSTATE DISTRIBUTORS 


Pty. Ltd., Worando 
0479. 


Lid., 618-620 


119 Collins 


LISTE 


to the NEW 
PYROX Magictape Reco 


Everything sounds superb on the new Pym; 
Magictape recorder . . . everything “play 
back’’ just the way you recorded it. Seg the 
new 3 speed 2 speaker Magictape at yoy 
favourite music er radio store today. . 

be surprised that so much quality, 
enjoyment, could cost so little. 


Check these NEW 
Magictape features 
@ 3 speeds — 1”, 33”, 
71” per sec.—gives 
up to 4 hours play- 
ing time per tape. 
@ Twin speakers—for 
balanced tone. 
tick reading re- 
rding position in- 
cator. 
rewind, fast 
forward. 
@ Separate Bass and 
Treble tone con- 
trols. 


PYROX LTD. 


36 Queensberry St., Melbourne. FJ $i 
47-51 Parramatta Rd., Concord, Sydney UL(& 
PL 38 








Agents throughout mmonwealth 
Zealand. Also in London and 
Cabie & Telegraphic ddress: 
“JEFFSTOCK”, MELB. 


} 


Eric R. Jeffery & Son 


Members of | 
The Stock Exchange of Melbourne | 


STOCK EXCHANGE BUILDINGS 
422-426 Littie Collins Street, Melbourne, () 


| 

' 

. | 

Telephone: 67-9171 
| 




















. | 


PHOTOSTATS 


Quick, Accurate, Economical 
Copies of Charts, Deeds, Tax 
Forms, Contracts, Wills, ete. 


COPYING COMPAN! 
BW 5603. ©@ 28:Martin Ploce SYDNEY 
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STEP UP PRODUCTION — INCREASE YOUR EARNINGS 


with new factory plant and machinery, 


motorised and mobile equipment, business 
and office machines. 


ESANDA 


WILL HELP YOU GET IT NOW! 


Mr. B there is no need to delay your expansion 





programme—Esanda can help you replace that old machine 
or modernize your office, thus keeping your working capital 


reserved for day-to-day needs. 


Esanda Hire Purchase finance facilities are available at 
every office of the E.S. & A. Bank to help you acquire 
industrial and commercial plant; new motor vehicles and 


all types of business equipment. 


Take advantage of modern techniques and increase net 


profits. 


ESANDA 


HIRE PURCHASE IS CONFIDENTIAL 


Your business will be kept strictly confidential. 


Esanda terms are reasonable— monthly payments are 


arranged to suit your ability to pay. 


ESANDA LIMITED 


(Incorporated in Victoria) 
A wholly-owned Hire Purchase subsidiary of The English Scottish and Australian Bank Limited. 
Established 108 years. 
Nearly 500 offices throughout Australia. 
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sihial ‘ 
: + bed tchsdeae senate thet 
pit, Ghia 


L000 pictures tn all the trants and backs of 500 index cardel” 


Only | minute’s work for the new 


RECORDAK RELIANT 
Microfilmer 


Because it's so fast and never makes a mistake, the Recordak Reliant Microfl 
has streamlined thousands of businesses all over the world! It copies 

and back of an index card or cheque at the same time. Even the 
complicated letter or document will be recorded complete and without chance” 
of an error with jet-age speed at “horse-and-buggy” cost. Imagine this moc 
filing system in your business; never a costly error, a minimum of storage space 
and a permanent record for reference at any time. Investigate the modern way 
to copy and file by seeing the Recordak Reliant Microfilmer today. There's 
range of Recordak Microfilming equipment to suit your every business 


Business Photo 
Systems Division 


KODAK (A/ASIA) 
PTY. LTD. 


Branches in 
all States. 
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